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Royal Commission to Inquire into and Report upon State Services in

New Zealand

ELizaBETH THE SECOND, by the Grace of God of the United Kingdom,
New Zealand and Her Other Realms and Territories Queen,
Head of the Commonwealth, Defender of the Faith:

To Our Trusty and Well-beloved the Honourable THADDEUS
PrarRcEy McCartHY, a Judge of the Supreme Court of New
Zealand ; MatTHEW OLIVER BARNETT, Esquire, of Wellington,
Solicitor and Company Director; Crirrorp Urric PLIMMER,
Esquire, of Wellington, Company Director; KENNETH JoHN
Scorr, of Wellington, University Professor; and Jonn
TurnBULL, Esquire, of Wellington, Retired Secretary:

GREETING :

Krxow Ye that We, reposing trust and confidence in your integrity,
knowledge, and ability, do hereby nominate, constitute, and appoint
you, the said

The Honourable TuADDEUS PEARCEY McCARTHY,
MaTrTHEW OLIVER BARNETT,

CrirrorD ULric PLIMMER,

KeNNETH JoHN ScorT, and

Joun TurNBULL

to be a Commission to receive representations upon, inquire into,
investigate, and report upon the organisation, staffing, and methods
of control and operation of Departments of State and, to the extent
that you may consider necessary or desirable, of agencies of the
Executive Government of New Zealand, and to recommend such
changes therein as will best promote efficiency, economy, and im-
proved service in the discharge of public business, having regard
to the desirability of ensuring that the Government service is
adequately staffed, trained, and equipped to carry out its functions;
and in particular to receive representations upon, inquire into, investi-
gate, and report upon the following matters:

I. Any improvements that should be made in the machinery of
Government, in relation to the organisation, coordination and control
of Departments of State and Government agencies.

I1. Any major functions that should be redistributed among Depart-

‘ments and Government agencies, or that should be transferred to or

from any new or existing agency or body.
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II1. Any methods by which efficiency is ensured, and any methods
by which the quality or quantity of work might be improved.

IV. Any changes in policies relating to personnel that would
promote an improved standard of public administration, especially in
relation to—

(a) The recruitment of staff :

(b) The retention of staff :

(¢) The promotion of staff :

(d) Rights of appeal:

(e) The retirement of staff :

(f) Classification and grading:

(g) Training:

(h) Discipline:

(1) Relations between employer and employee:

(j) Superannuation, so far as it affects the recruitment, retention,
and retirement of staff :

(k) Physical working conditions.

V. The machinery for wage and salary determination, and the
principles on which wages and salaries should be based.

VI. Any amendments that should be made in existing legislation to
promote improvements in any of the aforesaid matters.

VII. Any associated matters that may be deemed by you to be
relevant to the general objects of the inquiry.

And we hereby appoint you, the said

The Honourable THADDEUS PrarcEy McCartuy to be the
Chairman of the said Commission :

And for the better enabling you to carry these presents into effect
you are hereby authorised and empowered to make and conduct any
inquiry or investigation under these presents in such manner and
at such time and place as you deem expedient, with power to adjourn
from time to time and place to place as you think fit, and so that
these presents shall continue in force, and any such inquiry may at
any time and place be resumed although not regularly adjourned
from time to time or from place to place:

And you are hereby strictly charged and directed that you shall
not at any time publish or otherwise disclose save to His Excellency
the Governor-General, in pursuance of these presents or by His
Excellency’s direction, the contents of any report so made or to be
made by you, or any evidence or information obtained by you in the
exercise of the powers hereby conferred upon you, except such evi-
dence or information as is received in the course of a sitting open to
the public :
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And it is hereby declared that the powers hereby conferred shall
be exercisable notwithstanding the absence at any time of any one
or any two of the members hereby appointed so long as the Chair-
man, or a member deputed by the Chairman to act in his stead,
and two other members are present and concur in the exercise of the
powers

And We do further ordain that you have liberty to report your
proceedings and findings under this Our Commission from time to
time if you shall judge it expedient so to do:

And, using all due diligence, you are required to report to His
Excellency the Governor-General in writing under your hands, not
later than the 31st day of March 1962, your findings and opinions on
the matters aforesaid, together with such recommendations as you
think fit to make in respect thereof : 9

And lastly, it is hereby declared that these presents are issued under
the authority of the Letters Patent of His late Majesty King George
the Fifth, dated the 11th day of May 1917, and under the authority
of and subject to the provisions of the Commissions of Inquiry Act
1908, and with the advice and consent of the Executive Council of
New Zealand.

In witness whereof We have caused this Our Commission to be
issued and the Seal of New Zealand to be hereunto affixed at Welling-
ton this 6th day of July 1961.

Witness Our Right Trusty and Well-beloved Cousin, Charles
John, Viscount Cobham, Knight Grand Cross of the Most
Distinguished Order of Saint Michael and Saint George,
upon whom has been conferred the Territorial Decoration,
Governor-General and Commander-in-Chief in and over New
Zealand ; acting by and with the advice and consent of the
Executive Council of New Zealand.

COBHAM, Governor-General.

By His Excellency’s Command—
KEITH HOLYOAKE, Prime Minister.

Approved in Council—
T. J. SHERRARD, Clerk of the Executive Council.
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Substitution of a Commissioner on the Royal Commission to Inquire
into and Report upon State Services in New Zealand

Er1zaBETH THE SECOND, by the Grace of God of the United King-
dom, New Zealand and Her Other Realms and Territories
Queen, Head of the Commonwealth, Defender of the Faith:

To Our Trusty and Well-beloved the Honourable THADDEUS
PrarcEy McCartrY, 2 Judge of the Supreme Court of New
Zealand ; MaTTHEW OLIVER BARNETT, Esquire, of Wellington,
Solicitor and Company Director; CrLiFrorp ULric PLIMMER,
Esquire, of Wellington, Company Director; Joun TURNBULL,
Esquire, of Wellington, Retired Secretary ; and Rarpa HERBERT
BrookEes, Esquire, of Wellington, University Senior Lecturer:

GREETING :

Wuereas by Our Commission issued on the 6th day of July 1961,
We constituted and appointed you, the said the Honourable
Tuoapprus Prearcey McCartay, MattHEw OLIVER BARNETT,
Crirrorp ULric PLIMMER, and JounN TURNBULL, and also KENNETH
Joun Scort, Esquire, of Wellington, University Professor, to be a
Commission to receive representations upon, inquire into, investigate,
and report upon State Services in New Zealand :

And whereas the said KenneTH Joun Scort died on the 19th
day of July 1961, and it is desirable to appoint in his stead a
member of the Commission so constituted :

Now, Know Ye, that We, reposing trust and confidence in your
integrity, knowledge, and ability, do hereby appoint you, the said

Ravrpy HerBERT BROOKES

to be a member of the said Commission in the stead of the said
KENNETH JOHN SCOTT:

And it is hereby declared that all acts and things done and
decisions made by the said Commission or any of its members, in
the exercise of its powers, before the issuing of these presents, shall be
deemed to have been made and done by the said Commission as
reconstituted by these presents, and as if you, the said RaLpa HERBERT
BrooxkEes, had originally been appointed to be a member in the place
and stead of the said KENNETH JOHN ScOTT:

And We hereby confirm Our Commission issued on the 6th day
of July 1961 save as modified by these presents:
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And lastly, it is hereby declared that these presents are issued under
the authority of the Letters Patent of His late Majesty King George
the Fifth, dated the 11th day of May 1917, and under the authority
of and subject to the provisions of the Commissions of Inquiry Act

1908, and with the advice and consent of the Executive Council of
New Zealand.

In witness whereof We have caused this Our Commission to be
issued and the Seal of New Zealand to be hereunto affixed at Welling-
ton this 2nd day of August 1961.

Witness Our Right Trusty and Well-beloved Cousin, Charles
John, Viscount Cobham, Knight Grand Cross of the Most
Distinguished Order of Saint Michael and Saint George, upon
whom has been conferred the Territorial Decoration,
Governor-General and Commander-in-Chief in and over New
Zealand; acting by and with the advice and consent of the
Executive Council of New Zealand.

COBHAM, Governor-General.
By his Deputy,
H. E. BARROWCLOUGH.

By His Excellency’s Command—
KEITH HOLYOAKE, Prime Minister.

Approved in Council—
T. J. SHERRARD, Clerk of the Executive Council.
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Extending the Time Within Which the Royal Commission to Inquire
into and Report upon State Services in New Zealand may Repori

ErvizaseTtH THE SECOND, by the Grace of God of the United King-
dom, New Zealand and Her Other Realms and Territories
Queen, Head of the Commonwealth, Defender of the Faith:

To Our Trusty and Well-beloved the Honourable THADDEUS
Pearcey McCarTHY, a Judge of the Supreme Court of New
Zealand ; MAaTTHEW OLIVER BARNETT, Esquire, of Wellington,
Solicitor and Company Director; CriFrForp ULric PLIMMER,
Esquire, of Wellington, Company Director; Joun TURNBULL,
Esquire, of Wellington, Retired Secretary ; and Rarra HERBERT
Brookks, Esquire, of Wellington, University Professor:

GREETING :

Wuereas by Our Warrant dated the 6th day of July 1961, We
constituted and appointed you, the said the Honourable TrHADDEUS
PearceEy McCartay, MaTTHEW OLIVER BARNETT, CLIFFORD ULRIC
PriMumER, and Joun TUurRNBULL, and also KENNETH JoHN Scorr,
Esquire, of Wellington, University Professor, to be a Commission to
receive representations upon, inquire into, investigate, and report upon
State Services in New Zealand :

And whereas the said KeEnneTH Joun Scort died on the 19th
day of July 1961, and by Our Warrant dated the 2nd day of August
1961, you the said Rarpu HErRBERT BROOKES were appointed to be
a member of the said Commission in the stead of the said KENNETH
Joun Scort and We thereby confirmed Our first-mentioned Warrant
save as modified by Our said Warrant dated the 2nd day of August
1961 :

And whereas by Our said first-mentioned Warrant the said Com-
mission was required to report to His Excellency the Governor-General
not later than the 31st day of March 1962 its findings and opinions on
the matters aforesaid, together with such recommendations as it might
think fit to make in respect thereof :

And whereas it is expedient that the time for so reporting should
be extended as hereinafter provided :

Now, therefore, We do hereby extend until the 30th day of June
1962 the time within which the said Commission is so required to
report without prejudice to the continuation of the liberty conferred
upon it by Our said first-mentioned Warrant to report its proceedings
and findings from time to time if it should judge it expedient to do so:
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And We do hereby confirm Our said Warrants and the Com-
mission thereby constituted save as modified by these presents::

And it is hereby declared that these presents are issued under the
authority of the Letters Patent of His late Majesty King George the
Fifth, dated the 11th day of May 1917, and under the authority of
and subject to the Commissions of Inquiry Act 1908, and with the
advice and consent of the Executive Council of New Zealand.

In witness whereof We have caused these presents to be issued and

the Seal of New Zealand to be hereunto affixed at Wellington this
26th day of March 1962.

Witness Our Right Trusty and Well-beloved Cousin, Charles
John, Viscount Cobham, Knight Grand Cross of Our Most
Distinguished Order of Saint Michael and Saint George, upon
whom has been conferred the Territorial Decoration,
Governor-General and Commander-in-Chief in and over New
Zealand; acting by and with the advice and consent of the
Executive Council of New Zealand.

COBHAM, Governor-General.

By His Excellency’s Command—
KEITH HOLYOAKE, Prime Minister.

Approved in Council—
T. J. SHERRARD, Clerk of the Executive Council.
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Letter of Transmittal

To His Excellency Charles John, Viscount Cobham, Knight Grand
Cross of the Most Distinguished Order of Saint Michael and Saint
George, upon whom has been conferred the Territorial Decoration,
Governor-General and Commander-in-Chief in and over New

Zealand.

May 1T PLEASE YOUR EXCELLENGY

Your Excellency by Warrant dated 6 July 1961 appointed us the
undersigned TwuADDEUS PrarRcEY McCarTHY, MaTTHEW OLIVER
BarneTT, CLiFFORD Urric PriMMEer and Joun TurnBULL, and
KeNNETH JoHN ScoTT, to report under the terms of reference stated
in that Warrant. KeNNETH JoHN ScoTT died on 19 July 1961 before
our sittings commenced, and so by further Warrant dated 2 August
1961, Your Excellency appointed the undersigned RarLpa HERBERT
BrooxkeEs in his place and stead.

We were originally required to present our report by 31 March
1962, but this date was later extended by Your Excellency to 30
June 1962.

We now humbly submit our report for Your Excellency’s considera-
tion.

We have the honour to be

Your Excellency’s most obedient Servants

T. P. McCartry, Chairman.
M. O. BarnerT, Member.

C. U. PLiMmMER, Member.

J. TurnBuLL, Member.
Rarrea H. Brookes, Member.

Dated at Wellington this 28th day of June 1962.



Chapter 1. PREFACE

1. Your Excellency’s instructions, in the Warrant appointing this
Commission, are both wide and specific. We are generally to in-
vestigate the executive branch of Government in New Zealand, and
to examine in particular a number of related matters of extreme
importance, recommending such changes as will, in our view, promote
efficiency, economy, and improved service in the discharge of public
business. In succeeding chapters we set out in full our analysis and
our conclusions. In this preface we shall explain in outline the
nature of our approach, and of our findings.

2.1t has been our purpose, in writing this report, to make
practical recommendations for dealing with practical difficulties. We
have not sought to compile a textbook on public administration in
New Zealand, nor have we attempted to work out an administrative
theory by reference to which each individual problem might be
solved. We recognise, however, that in selecting and dealing with
these practical problems we have necessarily been influenced by
certain assumptions. To call such beliefs the “philosophy” behind
our approach would be to give them undue dignity; but our con-
clusions may be better understood if at the outset we try briefly to
make some of them explicit.

3. We are conscious, first of all, of the inevitability and rapidity
of change. In the past half-century many aspects of life in New
Zealand have been transformed by social, educational, economic, and
political developments. Population has increased in size and diversity.
Transport and communications have done away with the outback,
and have brought the outside world to our doorstep, for good and
for ill. An age of electronics, jet propulsion, polymers, and atomic
energy will need State Services which are not only efficient but
flexible enough to adjust to changes at present unforeseen. For this
reason we have rejected the view that we, as a Royal Commission,
can draw up a blueprint for the machinery of government which, un-
changed, will serve adequately until the next Royal Commission on
State Services may be appointed.

4. “Machinery of government” is indeed a misnomer. An
administrative structure resembles rather an organism, in that it con-
tains within itself the capacity for growth and change. Our purpose
has been to develop this capacity within the State Services, so that
their growth (in a growing society) and change (in a changing
environment) may be intelligently directed. Administrative organisms
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are creatures of habit. They are not unique in this respect: all in-
stitutions tend to suffer from inertia—to respond but slowly to
changed circumstances. It is our aim that, under imaginative
leadership, the State Services may not merely keep up to date, but
may foresee the problems that lie ahead, and prepare to meet them.

5.The phrase “machinery of government” is misleading for
another reason: the administrative structure does not consist of a
mass of inert components. Organisations are people — their
effectiveness depends on the morale, the expectations, and the
aspirations of the individuals who serve in them. While their formal
structure may be represented in an organisation chart, their actual
structure is never as simple and two-dimensional as the diagram.
There are two reasons for this. First, the significance of each position
in the hierarchy will partly depend on the personal characteristics
of the individual who fills it; and second, among those individuals
there will develop a complex web of understandings—and mis-
understandings — a full description of which would call for the skill
and subtlety of a novelist.

6. It follows that the efficiency of an organisation depends on these
two factors: on the qualities of individuals, and on the relationships
between them. These factors correspond to the two main branches
of our inquiry, respectively, the staffing and the organisation of the
State Services. Though it proved convenient to distinguish between
these aspects for the purpose of hearing evidence, it is clear that they
are closely related. It might indeed be argued that if one could but
get the right people, they could be relied on to develop an
appropriate form of organisation; or it might be argued that in
order to get the right people one must first set up an organisation
which presents opportunities sufficiently attractive to talent. The
truth, as in all such chicken-and-egg arguments, lies between the
extreme positions. As Lord Reith has put it: “For the efficient con-
duct of public affairs the right men must be rightly circumstanced.
Things go wrong if either element is lacking”. We have accordingly
concerned ourselves both with staffing and with organisation, trying
always to bear in mind their inter-relationships.

7. Because of the inevitability and rapidity of change, we have
concluded that there should be an organ of Government constantly
reviewing the efficiency of the State Services, and furnishing the
imaginative leadership needed to overcome inertia. Because that
efficiency is affected by the qualities of officers, as well as by the
structure which relates those officers one to another, and because
these factors are so closely inter-related, we consider that the organ
for reviewing efficiency should concern itself both with personnel
policy and with questions of organisation. We consider central to
this report our proposal for a State Services Commission to perform
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these tasks. The nature and scope of the Commission are fully de-
scribed in later chapters. Here it is only necessary to resolve three
paradoxes.

8. Ultimate responsibility for the efficiency of the State Services
rests inescapably with the Government. Moreover, the Government
itself makes most of the key decisions affecting personnel policy and
administrative organisation. The Public Service Commission has a
statutory responsibility to ensure efficiency and economy in the
departments “under its control” and it is commonly but mistakenly
supposed to be independent. In fact it has had to depend on the
willingness of Governments to make these key decisions. We dislike
this state of affairs, as it conflicts with assumptions to which we are
deeply committed, namely, that responsibility should be clear, and
should be matched by power. Two alternatives present themselves:
either the Government must delegate to the proposed State Services
Commission (which is to replace the existing Public Service Com-
mission) power to act in these matters —for example, to amalgamate
departments of State, and to determine the conditions of employment
of State servants — without having to seek Cabinet approval; or the
State Services Commission must fill an advisory role, the decision-
making power (and hence the responsibility) remaining clearly with
the Government. The former alternative, while not impossible, is so
alien to the spirit of New Zealand politics that we doubt whether it
would work successfully for long, even if it were at first acceptable.
We conclude therefore that in matters of personnel policy and
administrative organisation, the State Services Commission should be
subject to Ministerial control. However, in matters of personnel
administration, such as the appointment, promotion, and dismissal of
individual officers (other than Permanent Heads), it should, like the
present Public Service Commission, be independent of such control.

9. This is merely to recognise the realities of the Public Service
Commission’s position. But though we do this, we intend that the
State Services Commission should accomplish more than the Public
Service Commission has been able to do. Paradoxical though this
may seem, we believe it can do so if (a) the Government is held to
account in Parliament for the overall efficiency of the State Services;
and, to enable the Government to answer properly to Parliament, if
(b) an individual Minister is made responsible for personnel policy
and administrative organisation (and in Chapter 3 we maintain
that the Prime Minister should assume this responsibility) ; and, to
give this Minister adequate means of discharging his responsibility, if
(c) he is advised by a State Services Commissioner in the same way
as a departmental Minister is advised by his Permanent Head; and if
(d) the Commissioner has the personal qualities, and in particular
the capacity for imaginative leadership, needed for what is in effect

i#®
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the permanent headship of the State Services as a whole. To sum
up: we believe that the illusion of independence (in policy matters
only) should be abandoned in exchange for the authority derived
from dependence on a senior Minister —an authority evident in the
case of Treasury. This is not to sanction present weakness: it is
rather to lay the basis for future strength.

10. The second paradox is this: that while strengthening the
central review agency of Government, we intend at the same time
to strengthen the Permanent Heads whom it reviews. The incon-
sistency here is apparent, but not real. We consider that many of
the present responsibilities of the Public Service Commission in
matters of detail (for example, many appointments and promotions
of officers) should be progressively delegated to departments, whose
powers would thus be increased. However, the State Services Com-
mission would in consequence be free to devote its attention to the
broader and longer-range problems of personnel policy, administrative
organisation and efficiency, and thereby to exercise a greater in-
fluence. Both the Commission and the departments would be better
placed to respond flexibly to future challenges.

11. The final paradox is that we should recommend the creation
of a State Services Commission to advise the Government on these
matters, and at the same time ourselves proffer advice on a number
of specific issues. There is however no inconsistency between
specifying changes which are needed now, and suggesting that a
Commission be created to urge further changes whenever they may
be needed. Furthermore, it is made clear in Chapter 4 that we have
chosen to investigate fully, and to make specific recommendations on,
some only of the more important problems. Many other matters of
present significance have been left for the proposed Commission to
examine, either because we thought them less urgent or because
they required a longer and more detailed inquiry than we could give
them. Moreover, where we have made a specific recommendation
we have in most cases been concerned not with detail but with
questions of principle, and with the broad outlines of a proposed
solution. Whenever such recommendations are accepted, further
study will be needed to settle the details of their implementation.
The proposed State Services Commission would be the appropriate
body to undertake this. '

12. But underlying these practical considerations, there is a
fundamental principle which has guided us in deciding how far we
should go, and how much we should leave to the proposed Com-
mission. We believe that administrative structure must be conceived
_as the sum of the relationships — the understandings and misunder-
standings — among individuals. Therefore we have deliberately been
cautious. in proposing changes. It is easier to rupture existing
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relationships (perhaps unwittingly) than to develop new and better
ones. Some people may feel disappointed that we have not suggested
an immediate and dramatic reduction in the number of State
departments. We think it likely that New Zealand could do with
fewer departments than we have recommended; we are sure however
that drastic administrative surgery is not the best means of attaining
this end. Surgery will always have its place, and we have indeed
recommended it in a few cases; but in the long run, more can be
accomplished by encouraging a satisfactory pattern of growth than
by relying on periodic operations to remedy the defects of haphazard
development. To promote satisfactory growth demands constant
oversight and steady pressure. A permanent State Services Com-
mission such as we have recommended can provide these; a short-
lived Royal Commission cannat.

13. Though problems of organisation have been treated in broad
outline and in terms of principle, we have found it necessary to deal
in more detail with personnel matters. Practices in this field are still
considerably influenced by the Public Service Act of 1912, hence by
the thinking of those concerned with Public Service reform half a
century ago, including the Royal Commission which last investigated
our subject (the Hunt Commission of 1912). We believe that a new
Public Service Act is needed.

14. The Hunt Commission wanted a non-political, unified, career
Public Service. It was to be made non-political by entrusting the
powers of appointment, promotion, and dismissal to an independent
body. By conferring those powers on a single authority, and by
providing uniform salary scales and other conditions of service in all
departments, the Service would be unified — that is, an officer could
make his career in the Service as a whole, without being confined to
a single department. And this opportunity would be safeguarded by
recruiting normally from those leaving school, and by protecting
the careers of officers thus recruited against competitors from outside
the Service.

15. Thanks to the reformers of 1912, and to those who have im-
plemented their proposals since that time, New Zealand now has a
non-political, and largely unified, career Public Service. We do not
undervalue these achievements. Certainly we do not wish to jeopardise
them. Our belief that the State Services should be non-political, that
they should (within limits) be unified, and that they should provide
a career, is apparent in this report. But these aims must be pursued
in changed circumstances. Moreover, they are not the only import-
ant aims of personnel policy. The key problems of 1962 are not
those faced in 1912, and since then so largely overcome: they are
new problems of adjustment to a different world — the world of the
welfare state and full employment.
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16. The welfare state means larger State Services, with wider
responsibilities. This increase in size and diversity has important con-
sequences. As the Services grow, the burden of paper work grows
even faster, since proportionately less business can be transacted
informally and face to face. It is necessary therefore to delegate
more power, and to train subordinates to accept more responsibility,
if the men at the top are to have time to think. Otherwise, by
attempting to handle too much detail, they are prevented by pressure
of work from exercising effective control in important matters.
Growth in size tends also to make administration more remote. The
increasing volume of paper can insulate the official from the realities
with which he is dealing. It is accordingly one of our guiding
assumptions that there should be closer contact between the State
Services and outside organisations, and we have suggested ways of
improving such contact.

17. Again, the welfare state has removed many of the fears that
used to be associated with old age; but in so doing, it has reduced
the significance of the State Service superannuation scheme as an
attraction for recruits. Similarly, 20 years of full employment have
made the security of State employment relatively less significant.
They have also affected attitudes to work and to discipline (and by
no means only within the State Services); but as fear of dismissal
declines in importance, so the need increases for self-discipline based
on high morale, good training, and effective leadership.

18. Full employment has usually been accompanied by some degree
of inflation, and inflation in turn presents problems to the State
Services. Some means must be found of keeping State pay fairly
aligned with rising wages and salaries in outside employment.
Furthermore, shortages of labour will cause pay to rise faster in some
occupations, particularly in times of inflation and overfull employ-
ment. If the State merely gives its officers a uniform increase based
on the average rise in outside employment, it will be unable to
attract (and possibly to retain) staff in these particular occupations;
and if they are key occupations, the work of government may be
seriously hampered. In the past the practice has been to maintain a
common salary scale covering many different occupations in the
professional and clerical fields, and it has been difficult to alter the
pay of any particular occupation.

19. We believe that the State Services must be classified into
occupational groups, each with a salary scale aligned with equivalent
outside employment. This proposal is at the heart of our discussion
of staffing policies and of pay fixing. It represents such a substantial
change that we have felt obliged to explain carefully what it entails,
and to show its practicability. It is primarily for these reasons that
the chapters on those topics are more detailed than the rest of
our report.
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20. In concluding this preface it is appropriate to comment on the
general condition of the State Services. First, this country has been
so well served for so long by loyal, incorruptible, and politically
neutral State servants that it may be inclined to assume that this is
part of the natural order of things. There are many parts of the
world where it is not so, and New Zealanders would do well to
reflect on their good fortune. Second, we have been favourably im-
pressed by the quality of many of the officers who appeared before
us. A large number of them, naturally, held high controlling positions,
and it became clear that the State Services have been generally
successful in identifying men of ability and promoting them to such
positions. Third, we have found that much of the most cogent
criticism, and many of the most useful suggestions for improvement,
have come from within the State Services. We expected State servants
to be better placed to help our inquiry than are most members of the
general public, but it did not necessarily follow that they would be
keen to do so. Some witnesses, certainly, seemed excessively anxious
to protest that everything was for the best in the best of all possible
worlds; but generally we were struck by the freedom from com-
placency, the willingness to adopt a critical approach and to apply
new methods - traits which are not generally thought to be typical
of official thinking.

21.In spite of these favourable symptoms, the State Services
face a serious situation. They appear to us to have been living for
years on their human capital. For reasons discussed in Chapter 6
they have since the last war been unable to recruit and retain a
sufficient proportion of the most talented young people adequately
to fill certain key positions, both of a specialised professional and of
a general managerial character. This shortage has not yet been felt
at the very top levels; but in a few years’ time, as the remaining
pre-war recruits approach retirement, the already serious situation
will become worse. However admirable New Zealand’s political
leadership in the years ahead, the quality of its government must
depend in large measure on the quality of the advice tendered by
senior permanent officials, and on the ability of State servants in
managerial positions to carry out Government policy. The difficulty
of maintaining (let alone of improving) the quality of administrative
leadership and of professional skill is the main problem facing the
State Services today.
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ENVIRONMENT FOR REVIEW

1. It is now 50 years since the last Royal Commission on the Public
Service (the Hunt Commission) made its investigation, and since the
Public Service Act was passed. That Act is still current with its main
features intact, despite various amendments. Thirty-eight depart-
ments of State still operate under it; and the main departments
which are not subject to that Act, the Post Office and the Railways
Department, are in some degree affected by its administrative and
other consequences. It is therefore not surprising that there should
have been some demand for changes in Government administration,
and specifically for a further Royal Commission. Suggestions to that
end have come from two directions: from groups in the community
at large, concerned at the size and growth of the State Services and
the rising cost of government; and from groups within the State
Services seeking administrative reforms of various kinds.

2. There seem indeed to have been two main phases in this move-
ment for reform. The first began perhaps with the establishment of
the Institute of Public Administration in the 1930s. A stimulus to
rethinking may well have been provided by the rapid expansion of
the State Services in the later years of that decade, and by the
disturbances to established routine resulting from the Second World
War. A number of interesting proposals appeared in articles in the
New Zealand Journal of Public Administration (published by the
institute) during and just after the war, culminating in Professor
Lipson’s scheme for a radical reorganisation of the administrative
structure in his book The Politics of Equality (1948). The changes
made at that time were relatively modest, and for a few years the
protagonists of change seem to have been discouraged.

3. However, in 1957 the Institute of Public Administration
declared itself in favour of a Committee of Inquiry to investigate the
State Services. The suggestion evoked considerable interest from the
press and the general public, and the Government of the day
promised in its election programme that if re-elected it would
consider appointing a Commission for this purpose. Despite the
Government’s defeat, the proposal received renewed publicity the
following year with the publication of R. J. Polaschek’s book,
Government Adminisiration in New Zealand, and, in the months
before the general election of 1960, further support was expressed
(though not by State servants) for such an inquiry. The National
Party, then in Opposition, pledged itself to appoint a Royal Commis-
sion if returned to power.



CHAPTER 2 9

4. Shortly after taking office following the 1960 election, the
Government invited Sir William Dunk, formerly Chairman of the
Public Service Board in the Commonwealth of Australia, to advise
on matters related to organisation and procedures in the New
Zealand State Services which might be referred to a Commission
of Inquiry. Sir William visited New Zealand in March 1961 and
submitted his report on 4 April. The report, which was published,
formed in an important sense the starting point of our inquiry, since
so many witnesses in their submissions commented on the recommen-
dations which Sir William had made. We, too, have done so in a
number of places in this report. We have not always found ourselves
in agreement with those recommendations. Sir William’s preliminary
survey of the field was necessarily brief (he was in New Zealand for
about three weeks), and we have had the advantage of hearing many
more witnesses, at much greater length. We wish, however, to place
on record our debt of gratitude to him for directing our attention,
and that of so many witnesses, to a large number of matters which
merited investigation. '

5.1t will be apparent from the preceding paragraphs that the
demand for the establishment of this Royal Commission was expressed
by certain groups within and outside the State Services in New
Zealand, who in giving their support to such a proposal were no
doubt influenced solely by local circumstances. We think it significant,
however, that in recent years there have been Commissions or
Committees of Inquiry, similar in some respects to our own, in a
number of other countries, among them the United Kingdom, the
United States, Canada, and Australia. While these, too, were doubt-
less established in response to local demand stimulated by local
circumstances in the countries concerned, there are grounds for
believing that this recent intensification of interest in such matters is
more than coincidence —that behind the local circumstances there
are certain common factors at work.

6. Fifty years ago the vital problem of public service reform, in
other countries as in New Zealand, was the replacement of political
patronage by the principle of a career service. As we have noted in
our preface, that battle was won, and— elsewhere as here — other
problems have come to the forefront. Among the common factors
which have given rise to these problems, four seem to us to warrant
special mention in considering the environment for review.

7. One such factor is the growth in size and the increase in diver-
sity of the State Services, largely but not entirely associated with the
emergence of the welfare state. The growth in the size and cost of the
administrative structure has naturally created public concern. The
consequent demand for more business-like methods in Government
administration has been paralleled by a growing awareness of the
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importance of management in efficiency. The increase in diversity has
also created problems. The rules and procedures which may well have
suited a service composed largely of clerks may no longer be apt when
extended to engineers and architects, doctors and lawyers, scientists
and statisticians, foresters and field advisory officers, and the numer-
ous other occupations now found in State service.

8. The second factor is the change in the educational pattern.
Educational opportunities are now immeasurably improved. More
children stay longer at school, and more of the brightest young men
and women now proceed to university. An increasing proportion are
full-time students. These changes call into question the traditional
policy of recruiting State servants as cadets at the age when they
leave school.

9. The third factor is full employment. While we have no wish to
question this as a desirable aim of Government policy, the experience
of the past 15 years (overseas as well as in New Zealand) suggests
that Governments have not yet discovered how to staff the State
Services adequately in conditions of full employment.

10. Finally there is the accelerated rate of social and other changes.
We make no apology for calling attention once again to this factor,
which is noted. elsewhere in our report. The State Services must not
only take account of changes since patronage was abolished and the
career service principle established; they must also be sufficiently
flexible to respond to the even more rapid changes that the revolution
in technology, for instance, will bring about. That is to say, they must
cope not merely with a changed but with a constantly changing
environment; and a constantly changing environment calls for a
continual process of review.

INTERPRETATION OF WARRANT AND RANGE
OF INQUIRY

11. When the Prime Minister, the Right Honourable Keith
Holyoake, p.c., announced in 1961 the setting up of this Commission,
he stressed two related reasons for its appointment: the passing of
almost 50 years since the Public Service was last reviewed by a
Royal Commission; and the need to review New Zealand’s extended
and more complex State Services against a background of vast social,
economic, and political change.

12. We do not interpret our Warrant as confining our attention
and our recommendations to the needs of the present. We feel com-
pelled to look forward as far and as well as we are able, knowing
that the State Services must in the future face many more and even
greater changes than they have in the past, and must bear increased
responsibilities. With this in mind, we have endeavoured so to
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shape our recommendations as to build a vital organisation which
can adapt itself to the demands of the future.

13. Our Warrant directs our attention to the executive branch of
Government, and not to the legislative or judicial branches. But
we could on one interpretation be expected to investigate in detail
the whole organisation and operation of the executive
Government — from the work of Cabinet and Ministers to that of
the humblest State servant, and from departments of State to the
most peripheral Government agency. Such an inquiry is obviously
not intended. We read the words of the Warrant as allowing us to
judge for ourselves how widely or how deeply we should investigate
any particular aspect of organisation or operation, our judgment
to be controlled by the general purposes of our inquiry (that is, the
need to report on broad issues), and the realities of our situation.

14. The last is especially important. We were originally to report
by 31 March 1962. A request for an extension to 30 June 1962 was
granted. We do not find it necessary to seek a longer extension, for
our interpretation of the nature of the task, and the procedures we
adopted, allowed us to complete our report within that time. It
should be acknowledged and clearly stated however that any Com-
mission comprised (as this one is) of men with other diverse
responsibilities and commitments cannot sit indefinitely. It must in-
evitably exercise a discretion when selecting its fields of inquiry. We
believe, too, that it is generally not for a Royal Commission such as
this to concern itself with detail. It should rather indicate broad
trends and deficiencies, state principles, and recommend basic changes
in machinery. Our experiences in this inquiry have led us to believe
that the State Services have many men adequately equipped to com-
plete any necessary detail.

15. We therefore conclude:

(a) That our general aim is to investigate the chief organs of the
executive Government and to recommend changes which will
promote efficiency, economy, and improved service in the
discharge of public business.

(b) That the width of our inquiry and its depth in particular
sections should be controlled by its general purposes and the
practical need to complete the work in a reasonable time.

(c) That the departments of State form the primary field of our
inquiry and that other agencies of Government concern us
only so far as they influence the operations and staffing of
State departments.

(d) That our recommendations should take into account not
only present social, political, and economic circumstances but
also the need for the State Services to adapt themselves to,
and cope with, wide future changes in the New Zealand
community.
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PROCEDURE

16. Our terms of reference were first advertised in mid-July 1961
in metropolitan and provincial newspapers. All persons or
organisations wishing to make submissions were invited to do so. The
Public Service Commission, the Post Office, and the Railways
Department included at our request a similar invitation in the
official circulars issued to their staff. In December 1961, after we had
been sitting for some five months, we advertised in the press and the
official circulars a warning that we were approaching the end of our
public hearings, and again invited submissions.

17. Following the issue of Your Excellency’s Warrant on 7 July
1961, Mr A. J. Quill of the Crown Law Office was appointed counsel
to assist this Royal Commission. His broad instructions were to
advise and aid persons wishing to make submissions, to be present
at all public sittings, to lead witnesses and to cross-examine them
when he thought fit or when asked by any person or organisation
desiring a cross-examination on a particular matter, and, generally,
to assist the Commission as it might wish.

18. Our first public sitting took place on 20 July 1961 and was
limited to hearing submissions from interested parties about the pro-
cedures to be adopted during the inquiry. We were addressed by
counsel assisting the Commission and by counsel and representatives
for various organisations. Our attention was drawn particularly to
section 4 (a) of the Commissions of Inquiry Act 1908 (added by
the Commissions of Inquiry Amendment Act 1958). Counsel for
the Post Office Association submitted that, as the Association had
a special interest in the inquiry, it was entitled by virtue of section
4 (a) to all rights of a “party”, and thus its counsel should be
allowed full right of audience and cross-examination. He was
supported in this submission by the General Secretary of the New
Zealand Public Service Association who claimed a similar status for
counsel, or the representative of his association.

19. We heard these submissions and made a statement of the
procedures which we would follow (Appendix 1). In brief, we
ruled that the nature and purpose of this inquiry is such that parties,
in the sense used in connection with litigation in a Court of justice,
could not be recognised and that no person or body could claim as
of right to be continuously represented by counsel exercising a full
range of cross-examination. When the circumstances justified it, we
would permit the use of counsel. Moreover, any organisation or
department which wished to have a representative present through-
out the public hearings had leave to do so. Finally, cross-examination
by counsel or by a representative of an organisation would be by
leave of the Commission, but would not be unreasonably restricted.
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20. At our second public sitting held on 25 July, after leave had
been given for counsel to appear on behalf of the Combined State
Service Organisations, the Public Service Association and the Post
Office Association, we were asked by those counsel to reconsider the
procedures which we had laid down on 20 July. If we were unwilling
to do that, we were asked to state a case for the opinion of the Court
of Appeal pursuant to section 10 of the Commissions of Inquiry Act
1908 so that the validity of our ruling on procedure would be tested.
As it appeared to us that there was some confusion in the minds of
counsel about the true import of our statement of 20 July, we made
a further clarificatory statement on 27 July (Appendix 1). In it we
said that we would keep to the procedures we had already laid down,
and expressed our willingness to state a case for the opinion of the
Court of Appeal.

21. The case, drawn to raise the issues contended before us, came
on for hearing in the Court of Appeal on 8 and 9 August. Judgment
was delivered on 8 September 1961. The Court upheld the pro-
cedures we had laid down, and stated that they did not deprive any
persons or organisations of any rights of appearance or hearing to
which they were entitled. The judgments of the Members of the
Court can be found in the official law reports ([1962] N.Z.L.R. 96) ;
but, for the convenience of the general reader, they have been
included as Appendix 2 to this report.

22. Our public sittings lasted from 20 July 1961 to 23 February
1962. It was obvious in the early days of the sittings that the employee
associations were somewhat apprehensive of the procedures we had laid
down; but as far as we are aware the procedures proved entirely
satisfactory. They worked smoothly and, we think, justly. No request
for counsel or for the right to cross-examine was ever declined. It
became our practice at the end of a witness’s statement to invite
counsel assisting the Commission to cross-examine, and then to extend
a similar invitation to all persons present who might have an interest
in the matter being considered. These invitations were accepted freely,
and permission to cross-examine was never abused. Indeed, we are
obliged to all who attended our hearings for their cooperative
attitude. This made our inquiry much more pleasant than it might
otherwise have been.

EVIDENCE

23. We have already said that our public sittings stretched from
20 July 1961 to 23 February 1962, Over this period we sat in public
on 62 days. Altogether 260 different papers were presented.
Appendix 3 gives a list of the organisations and individuals who
made public submissions.
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24. Not all the evidence was taken in public. In defining (at our first
sitting) the procedures we intended to follow, we said (Appendix 1)
that we should take evidence in private when, in our view, that
course was justified, but that we intended, as a general practice, to
take evidence in public. We also said that, if evidence taken in
private raised significant matters which were prejudicial to the
interests or reputation of any person, body, or department, we would
wherever possible give those affected an opportunity to reply.

25. We heard a number of witnesses in private, but only 15 per
cent of our total sitting time was thus occupied. The balance, 85 per
cent, was devoted to public hearings. Although most of the evidence
which we heard in private was of a confidential nature, whenever it
was controversial we sought other points of view.

26. We ourselves conducted a number of investigations to supple-
ment the evidence given us or to probe matters not covered by the
evidence. Here again, when matter which might be prejudicial was
brought to light, we made sure that it was brought to the attention
of the persons affected and that they were given an opportunity of
submitting their views.

27. We sat mainly in Wellington. We also held some sittings in
Auckland and in Christchurch. In March last, the Chairman, two
Members, and the Secretary visited Australia to discuss various topics
with leading Australian administrators and businessmen and to
examine for themselves certain Australian institutions. This visit was
most rewarding. It enabled us to weigh some New Zealand organisa-
tions and practices against their Australian counterparts, and to
check certain tentative conclusions.

28. Members of this Royal Commission also inspected a number of
premises (in Wellington, Auckland, and Christchurch) where State
servants work. The main object of this was to see for ourselves some-
thing of the physical working conditions on which we are required
to report. The establishments visited were selected after discussion with
the three employing authorities and the staff associations. In this way
an attempt was made to cover a fair selection of both good and bad
accommodation.

29. Before we heard any submissions on the matters specifically
raised in our Warrant, we asked Permanent Heads, staff associations,
and a number of agencies to provide a short background paper on
their organisations and functions, and on the legislation (if any) for
which they were responsible. After these background papers were
heard, we dealt with Warrant Items I, IT, IV, V, III, and VII in that
order. Again, Permanent Heads, staff associations, and some agencies
were invited to give evidence on the various items as they arose.

30. We also extended individual invitations to a large number of
persons known to have expressed views from time to time on the
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State Services or whose experience enabled them to assist us on
particular topics. A number of these accepted our invitations; others
did not. Some gave evidence in public; others satisfied us that their
preference for speaking privately was justified. The Institute of
Public Administration was given a particular invitation and it agreed
to sponsor a number of papers and did so. When, from time to time
after we began our sittings, it became apparent to us that yet other
people might be able to help us, we issued further invitations. It is
not intended to publish a list of such invitations and acceptances.

31. The Public Service Commission accepted the role of giving
the first evidence on each item. It was followed by other witnesses as
their submissions became available. The Commission then had a right
of reply, after the other evidence had been heard.

Publication of Evidence

32. Copies of public submissions were received in advance and
distributed to departments, staff associations, the press, and other
interested bodies at the public hearings when those submissions were
presented. A verbatim record of the evidence (submissions and cross-
examination totalling 5,524 pages) was kept, and copies distributed
usually a day later. Copies of all submissions and cross-examination
were sent to the Auckland and Christchurch Public Libraries, and
a copy was maintained for public inspection in our Wellington office.
This copy will be deposited in the General Assembly Library at
Wellington.

Comment on the Evidence

33.In general, the evidence submitted to us was reasonably
adequate. Where it was not, we supplemented it by research, by
inviting further witnesses, or by personal investigation.

34. We wish to express our thanks to all organisations and in-
dividuals who presented submissions to us, not only those whom we
specifically mention, but also the many others whom we heard
publicly and privately. We recognise that the preparation of papers
took considerable time and trouble, and we are grateful.

35. The Public Service Commission and its staff deserve special
credit for the thoroughness and the dispatch with which they pre-
pared and presented their submissions. The Commission accepted,
as we have said, the burden of being first to give evidence on each
item ; and it made sure that we received its papers in good time. Its
willingness to meet our convenience entailed many hours of overtime
for its staff, yet these papers were comprehensive and well presented.
We thought their quality outstanding.

36. There was one unsatisfactory absence concerning which we feel
obliged to make some observations: we were disappointed that many



16 CHAPTER 2

of the people and organisations who over past years have been
strongly critical of the State Services declined the opportunity to
appear before us, either in public or in private, to support their
criticisms or to offer suggestions for reform. In order to obtain a
greater variety of opinions on the State Services we supplemented
our public notices with personal invitations to a number of such
people, and in particular to the editors of the metropolitan daily
newspapers. Only two editors accepted our invitation, and only
one of them addressed himself to matters of general organisation,
efficiency, and economy. We are grateful to both for their valuable
evidence and suggestions. The defects of the State Services are a
proper matter for public concern, and to bring them to light is one
duty of a free and forthright press; but such newspaper criticism
should be responsible, and based on fact. We find it difficult to
reconcile positive editorial assertions of inefficiency and waste, par-
ticularly those made during the sittings of a Royal Commission
established to investigate such matters, with the rejection of invitations
to give evidence in support of them. We are forced to conclude,
therefore, that some newspaper allegations have not been based on
evidence which would stand examination.

DEFINITIONS OF TERMS
MACHINERY OF GOVERNMENT

37. Our Warrant directs us specifically to consider “improvements
that should be made in the machinery of Government in relation to
the organisation, coordination, and control of Departments of State
and Government agencies”. The term, “machinery of government”,
in its widest sense, embraces all the institutions and organisations
engaged in the business of government. It includes the Crown with
its Executive Council of Ministers; Parliament; Cabinet and its com-
mittees; the Courts of Law; and finally the departments of State and
the agencies of Government together with the organisations for their
coordination and control. It directs attention to the inter-relationships
of these various organisations rather than to the people who serve in
them. The machinery of government in New Zealand is not estab-
lished by written constitution. It was copied originally from British
institutions, but has over the years been modified sufficiently to give
it a New Zealand character.

38. We now discuss the several parts of the machinery of govern-
ment indicating whether, and to what extent, we are concerned
with each.

39. There are three important parts which do not concern our
inquiry: the Crown, the Executive Council (its executive powers are
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somewhat intangible), and the Courts of Law (which have judicial,
but few, if any, executive functions). ;

40. The functions of Parliament are almost wholly legislative. But
it has at least one important quasi-executive function. It approves the
amounts of public moneys to be spent and it must satisfy itself that
they have been properly spent. We shall concern ourselves with the
activities of Parliament only in relation to such controls.

Cabinet

41. Cabinet, on the other hand, is a vitally important part of the
structure of the executive Government. For this reason we feel
obliged to consider its work, and also the work of its committees, so
far as they coordinate and control the activities of State departments
and agencies. We wish to stress that this is the limit of our concern.
The political functions of Cabinet and its committees do not fall
within our inquiry.

Ministers of the Crown

42. Ministers of the Crown have political and executive functions.
Here again, we are concerned only with their executive functions
since  these bear on the organisation, coordination, and control of
State departments and agencies. A Minister is constitutionally re-
sponsible for the executive acts of departments and agencies under
his control and it is plain that his role in the machinery of govern-
ment is one which we must especially consider.

Departments of State and Government Agencies

43. “Departments of State” and “Government agencies” could be
read to include all those bodies whose staff are paid directly or
indirectly from State funds, or which are subject to Ministerial
direction. We had first to decide which of these warranted examina-
tion in the light of the general purposes of our inquiry. To do this
we had to come to some broad working definitions of the terms
“department” and ‘“‘agency”; to delimit by enumeration those
organisations which we chose to deal with ; and to find suitable terms
to describe them in their several groupings.

44. Tt is convenient to discuss first the term “Government agencies”
(or “agencies of the executive Government”, a phrase also used in
our Warrant). This covers a wide range of different organisations,
such as State corporations, administrative tribunals, education and
hospital boards. But our Warrant requires us to consider them only
to the extent that we think necessary or desirable. Early in our
proceedings we called for some basic information about many of
them. We then decided to adopt the empirical test of hearing and
considering evidence on each part of our  Warrant before deciding
whether, on that topic, it seemed necessary to include any particular
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agency. In the event, few of the agencies presented submissions to
us, and other witnesses did not urge us to include the agencies in our
deliberations except on matters of wage determination. (It should
be noted that education boards and their teaching staff are covered
by another inquiry sitting contemporaneously.) Proposed changes in
the machinery of government or the allocation of functions rarely led
us to consider the agencies; and in reviewing personnel policies we
did not feel it necessary to examine the conditions of service of the
police, the armed forces, teachers, hospital staff, or the employees of
State corporations. Thus, with few exceptions, we have not chosen
to consider the agencies in the course of this inquiry.

45. A department, in terms of constitutional law, is an organisation
which assists a Minister to carry out his official functions. In New
Zealand, some departments are constituted by Act of Parliament;
others, including some of the oldest, exist only as administrative
arrangements. Some have a statutory entity and are able to sue and
be sued in their own names; in others, the Permanent Head has been
created a corporation sole. But these are not essential characteristics.

46. For the purposes of this inquiry, we propose to define the
departments of State by enumeration. In New Zealand there are
41 such departments generally accepted. They fall into two groups;
(a) those 38 which come under the jurisdiction of the Public Service
Act 1912; (b) those three which do not.

(a) Agriculture. Maori Affairs.
Air. Marine.
Army. Mines.
Audit. Navy.
Crown Law Office. Police.
Clustoms. Prime Minister’s.
Education. Printing and Stationery.
External Affairs. Public Service Commission.
Electricity. Public Trust Office.
Forest Service. Scientific and Industrial Re-
Government Life Insurance search. '
Office. Social Security.
Health. State Advances Corporation.
Industries and Commerce. State Fire Insurance Office.
Inland Revenue. Statistics.
Internal Affairs. Tourist and Publicity.
Island Territories. Transport.
Justice. Treasury.
Labour. Valuation.
Lands and Survey. Ministry of Works.

(b) The Post Office, the Railways, and the Legislative Depart-
ments.
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We have included the Public Service Commission and the State
Advances Corporation in this list of departments. The Commission
is a statutory body and is not responsible to any Minister. However,
its staff are public servants and, apart from the point of Ministerial
responsibility, it displays the usual characteristics of a department of
State. The State Advances Corporation is engaged in trading under
a Board of Management, but its staff are public servants and the
degree of Ministerial responsibility exercised seems to justify the
usual practice of classifying it as a department rather than as a
State corporation. Finally, we have not included in this list the Law
Drafting Office which contains a small specialised staff responsible,
under the Law Draftsman, to the Attorney-General. It is serviced
in some respects by the Legislative Department. Throughout our
report, references to that department cover the Law Drafting Office.

State Services, State Servant; Public Service, Public Servant

47. The 41 departments listed above have become for all intents
and purposes the “State Services” mentioned in our title, and this is
the sense in which we use that term. However, although we include
the Air, Army, Navy, and Police Departments in the term State
Services, we exclude members of the armed forces and the police
force from the term State servants. For clarity and convenience we
distinguish a large subgroup within the State Services, the point of
distinction (as shown in the previous paragraph) being whether or
not some or all of the staff of any department come under the pro-
visions of the Public Service Act 1912. With few exceptions, other
than the police and armed forces, staff in the larger group of 38
departments come under the provisions of the Public Service Act.
We term these departments collectively the Public Service, and their
staff, with the exceptions noted, public servants.

THE NUMBER OF STATE SERVANTS

48. We have defined State servants as staff employed in the
Public Service, the Post Office, the Railways, and Legislative Depart-
ments. At 1 April 1961 they numbered approximately 111,000 —
62,000 in the Public Service, 25,000 in the Post Office, 24,000 in the
Railways Department, and 143%* in the Legislative Department. (The
figures for the larger groups are approximations, and include all
staff — permanent, temporary, and casual workers. Though we have

*Excludes temporary sessional staff of approximately 100.
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included 1,500 New Zealand Broadcasting Service staff in the above
figures, we have excluded that Service from further consideration
because of its change to Corporation status on 1 April 1962.)

49. There are other large groups of staff who are engaged on
business which is accepted as a function of Central Government in
New Zealand, and who are paid directly or indirectly from State
funds. These groups are the State education service (29,000), the
permanent staff of the armed forces (12,500), and police (2,500),
and hospital board employees (23,000).

50.Table 1 shows, as far as records are available, the five-
yearly nuinbers of State servants and the other groups mentioned
since 1912. The totals are analysed into separate figures for each of the
employing authorities and into categories — permanent, temporary,
casual.

51. The table shows the following significant changes:

(a) The steady growth of the Public Service group until the mid
1930s when a programme of recovery from the depression,
and social legislation, caused some sudden expansion in the
numbers of both permanent and temporary staff; a further
expansion mainly of temporary staff during the 1939-45 War,
and the transfer in 1947 of many of these to the permanent
staff; the post-war increase in public servants to operate social
and development programmes enlarged (among other reasons)

. to meet the needs of a rapidly increasing population. Over the
last five years the number of public servants has grown by an
annual average of 1,400.

(b) A steady increase of Post Office staff.

(c) A rise in the number of Railways staff (except in the depres-
sion) until about 1947, followed by a slight fall, although
rail traffic has grown substantially.

(d) An apparent increase in numbers of teachers following popula-
tion growth and the extension of higher education; a marked
rise in the strength of the armed forces after the Second
World War reflecting a world-wide trend from part-time
auxiliary to permanent forces in times of peace; a steady
increase in the police force, but less than that in other groups.

The Growth of the Public Service

52. Complete figures are not available back to 1912 for the total
staff in the Public Service because early records do not show the
number of temporary and casual employees. However, the growth
in permanent staff from approximately 4,700 to 39,500 in 1961 is pro-
portionally much greater than the population growth since 1912.



Table 1
NUMBER OF STATE SERVANTS AND

OTHER EMPLOYEES

¢ YALIVHD

19611
Agency Status 1912 1917 1922 1927 1932 1937 1942 1947 1952 1957
Average Estimated Total
Staff Wage Bill
Public Service .. Perm. 4,641 6,217 6,789 7,358 7,513 9,246 | 12,829 | 23,104 | 31,226 | 35,120 39,428
Temp. 2 2 355 1,335 1,858 4,576 | 12,858 4,494 2,185 2,211 2,137
Casual 2 2 2 2 2 2 2 2 20,026% 19,856 20,428
Total Public Servants .. 53,437 57,187 61,993 £54m.
Post Office .. Perm. 4,917 7,694 7,657 8,540 8,585 10,212 11,860 | 11,531 12,811 15,325 17,643
Temp. } 2.3414  9.500¢ { 429 192 36 229 2,008 2,016 4,313 5,370 4,542
Casual ’ : 3,042 3,568 1,858 2,102 3,124 3,405 2,440 2,683 3,024
Total Post Office .o 7,258 | 10,194 | 11,128 12,300 | 10,479 | 12,543 | 16,992 16,952 19,564 | 23,378 25,209 | £20-4m.
Railways . .. | Perm. 2 10,509 | 11,724 | 13,122 12,528 | 13,250 | 13,124 | 16,342 16,874 | 16,561 16,371
Temp. 2 3,094 3,881 5,530 2,402 7,479 9,128 9,695 8,0 9,278 7,706
Total Railways .. 13,603 15,605 18,652 14,930 | 20,729 | 22,252 | 26,037 | 24,937 | 25.839 24,077 | £24m.
Legislative 41 53 54 78 96 100 144 141 140 149 143 | £0-2m.
Total State Servants 98,078 | 106,553 111,422 £98-6m.
QOthers paid by State funds:
Teaching service .. B . e . .o . .. .. .. . 29,0002 | £24m. (approx.)
Hospital service .o . oo .. .. .. .. .. .. .. .. 23,0002 | £13-9m. (approx.)
Armed Forces .o 417 656 1,478 1,636 1,526 1,942 2,400 5,800 | 10,412 11,545 12,673 12-Im.
Police Force .. . 835 898 974 1,083 1,134 1,199 1,599 1,497 1,588 2,239 2,484 | £2-9m.
Nortzs: 1Average stafl, and approximate estimates only., 8 Including 609 apprentices.

2 Earlier figures not available.

4 Separate figures not available.

¢




22 CHAPTER 2

Accordingly we asked that the figures be analysed to show the
relative growth of the three main divisions of the Service. Table 2
measures these changes on an index 1930 = 100, with actual numbers
of staff in adjacent columns.

Table 2

Professional Division Clerical Division General Division

Index Staff Index Staff Index Staff

1930 e 100 667 100 | 3,739 100 | 3,411
1940 . 134 895 174 | 6,493 128 | 4,362
1950 . 281 | 1,874 269 | 10,072 529 | 18,031
1960 .. 387 | 2,584 332 | 12,401 696 | 23,731

53. Although these figures must be qualified by small reclassifica-
tions of occupational groups, it is quite clear that the General
Division has shown the major numerical and proportional increase,
from 3,411 to 23,731. It was not possible to make an accurate
detailed analysis of the many occupational groups in this division, but
it is evident that the staff of mental hospitals and prisons, dental
nurses, field staff, valuers, trades and stores staff would all show
substantial increases to account for much of the growth of this
division. Because the Clerical Division includes some occupational
groups such as draughtsmen, and because some people on clerical
work are classified in General Division, it is impossible to calculate
precisely the increase in the number of clerks. However, we are
satisfied from the figures just quoted that the increase in clerical
staff since 1930 has been proportionately much less than that of the
technical groups. Moreover, other figures we obtained indicate that
routine clerical work and its direct supervision, as distinct from
executive work, now form a much smaller proportion of the activity
of the State Services than they did 30 years ago.

54. Table 3 shows where increases have occurred among all
employees (permanent, temporary, and casual) in particular depart-
ments in the Public Service group in the five years 1956-61. Many
factors, particularly population growth, major changes of functions
and variations in efficiency, have given these departments widely
different rates of growth. Nevertheless, the figures generally support
the view expressed above — that the technical rather than the clerical
activities of the Public Service are undergoing the greatest expansion.
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Table 3
TOTAL STAFF EMPLOYED IN DEPARTMENTS UNDER THE
PUBLIC SERVICE COMMISSION
Departments 1956 1961
Agrlculture .o e o . .o .. 2,177 2,597
Air .. .. .. .. .. .. 2,292 2,490
Army e .. .. e .. .o 508 674
Audit . .o .o oo .o oo 204 221
Broadcasting* .. .o .o . . 1,162 1,473
Crown Law .. .o .o e .o .o 18 20
Customs .. .. .o .. .. .. 547 656
Education .. .o .o .. .. .. 1,317 1,853
Electricity .. .o .o oo oo oo 3,424 3,643
Forest Service .o . oo .o .. 3,178 3,552
Government Life .o oo oo .o .o 242 290
Health .. e .. .. 5,026 6,388
Industries and Commerce .o .o .o .o 313 359
Inland Revenue .o oo .o .o .o 1,814 2,345
Internal Affairs .. .. .. .. .. 1,444 1,710
Island Territories .. . .. .o .. 810 983
Justice .. oo .o .o .o .o 1,223 1,600
Labour .o .o .o e .o .o 965 900
Lands and Survey .o .o .o .o e 1,780 1,997
Maori Affairs .o .o .o oo .o 1,211 1,184
Marine .. .o .o oo .. .. 328 375
Mines .. .. .. . .. .. 3,381 3,234
Navy .. .e . .o e .. 1,292 1,403
Police .o .o .o 87 112
Prime Mmlster s and External Aﬁ'au's .o .. .o 147 233
Printing and Stationery .. .. . . 651 795
Public Service Commission .o oo .o .o 105 128
Public Trust .. e .o e 866 814
Scientific and Industnal Research oo .. .o 1,054 1,263
Social Security .o .o ce . 1,244 1,449
State Advances .o oo .o .o oo 1,278 1,233
State Fire .. .. oo .o e .o 644 708
Statistics oo .o .. .o oo 160 236
Tourist and Pubhcxty .. .. . .. 944 683
Transport .. .. .. .. .. .. 453 569
Treasury .. .. . .. .. . 337 346
Valuation .. .. .. .. .. .o 430 425
Works .. .. . .. .. .. 11,979 13,052
55,035 61,993

Add Administrative Division (mcludmg officers outside Public

Service control) . .o oo 50 46
Add Education Division (excluding teachers under control of

Education Department) .o . .. .o 17 19

55,102 62,058

1Became a public corporation on 1 April 1962, and therefore now outside the jurisdiction
of the Public Service Act 1912,
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55. The figures in table 3 also show that a great number of
State employees are engaged in activities which are new since 1912,
or virtually so. The following departments are examples:

Table 4
Electricity .. .. 3,643 Island Territories .. 983
Forest Service .. 3,552 Transport .. .. 569
Air .. . .. 2,490 Mines .. .. 3,234
Broadcasting .. .. 1,473
Navy . .. 1,403 17,347

With the exception of Mines, where the operation of coal mines
has been largely taken over by the State from private enterprise, the
activities relate to new industries or responsibilities, and illustrate
the tendency for the State to play a greater direct part in new
activities. :

56.Table 5 shows the estimated vacancies for permanent
staff in Public Service departments. We asked for information about
authorised establishments of permanent staff in each department,
and the Public Service Commission provided the figures quoted
in this table as being the best approximation they could make of the
situation at mid-1961. It is significant that the 3,000 vacancies occur
largely in the non-clerical departments. Indeed, more than half of
them exist in three departments — Health, Works, and Electricity.

57.To see the growth of the Public Service from another aspect,
we asked the Government Statistician to compare the cost of Govern-
ment administration with changes in the gross national product. He
gave us the information shown in Appendix 4..This indicates that
the cost of government, as defined by the Statistician, was 10 per
cent of the gross national product in 1938-39, and has with minor
variations remained the same proportion in post-war years. We also
observe from other figures supplied by the Government Statistician
that State capital expenditure, excluded by definition from the
appendix, has not in the same period been an increasing percentage
of the gross national product.

The Size of Departments

58.To appreciate fully the relative size of departments, it is
necessary to take account of their indirect responsibility for other
employees. Thus the Department of Education, with its own staff
of 1,850 and a responsibility for 29,000 in the State education
service, is the largest, closely followed by the Department of Health
with a staff of 6,400 and a lesser responsibility for 23,000 hospital
board employees. The Railways Department employs 24,000, the
Post Office 25,000, and the Ministry of Works 13,000. The Armed
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Table 5 |

NUMBER OF VACANCIES IN PERMANENT STAFF IN MID-1961
(Public Service Only)

Total Staff
Established (Includin Net
Department Positions Allowance %or Vacancies
‘ Temporary
Staff)
Agriculture .. .. .. .. 2,369 2,269 100
Air .. .. . .. 1,604 1,462 142
Army .. .. .. .. 429 412 17
Audit .. .. .. .. 234 220 14
Broadcasting? .. . .. 1,502 1,357 145
Crown Law .. .. . .. 19 19 .o
Customs .. .. .. .. 669 649 20
Education .. .. .. .. 1,713 1,652 61
Electricity .. .. .. .. 3,174 2,878 296
Forest Service .. .. .. 1,552 1,649 —972
Government Life .. . . 302 286 16
Health .. .. .. S 6,843 5,707 1,1363
Industries and Commerce .. .. 395 352 43
Inland Revenue .. .. .. 2,347 2,270 77
Internal Affairs .. .. .. 561 ) 533 28
Island Territories .. .. e 42 41 1
Justice .. . .. .l 1,626 1,578 48
Labour .. . .. .e 824 790 34
Lands and Survey .. e - 1,420 1,378 42
Maori Affairs .o .. .. 872 862 .10
Marine .. .. .. o 338 321 17
Mines .. .. .. . 322 285 37
Navy .. .. .o . 1,627 979 6484
Police .. .. . .. 110 106 4
Prime Minister’s .. e .. 249 232 17
Printing and Stationery .. .. 832 523 3098
Public Service Commission .. e 132 127 5
Public Trust .. .. .. 801 810 —g¢
Scientific and Industrial Research o 1,160 1,134 26
Social Security e e ve 1,443 1,428 15
State Advances c. .. 1,317 1,220 97
State Fire .. e .. 701 698 3
Statistics .. .. .. .. 254 234 .20
Tourist and Publicity .. .. . 648 603 45
Transport .. .. .. . 587 567 20
Treasury .. . . .. 344 341 3
Valuation .. .. .o .. 446 396 50
Works .o .. .. .. 5,622 5,233 389
45,430 41,601 3,8297

Source: Public Service Commission

1Became a Corporation on 1 April 1962 and therefore outside the jurisdiction of the Public
Service Act 1912,

2There were 154 junior woodsmen on the temporary staff at 31 March 1961,

3230 of these vacancies were occupied by casual workers.

4411 of these vacancies were occupied by casual workers.

5259 of these vacancies were occupied by casual workers.

6This figure represents supernumerary cadets at 31 March 1961. )

Casual workers detailed above (900) must be deducted from this figure and 73 employees
(2" Administrative Division, 68 clerical, 3 typing) representing staff additional to establishments
must be added, giving a net vacancies ﬁgure of 3,002,
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Service departments, Air, Army and Navy, are all over 4,000;
Electricity Department and the Forest Service approach this figure.
On the other hand, 22 departments have under 1,000 employees; 13
employ less than 500. The smallest department is the Crown Law
Office with astaff of 20.

THE ROLE OF THE STATE SERVANT

59. When Governments did little but preserve law and order, levy
taxes, and relieve the worst hardships in a laissez faire economy, most
public servants were clerks whose activities were controlled by a small
group of administrators. This was less true of a colony like New
Zealand, in which the Government traditionally accepted some
responsibility for opening up the country, than it was, say, of the
United Kingdom; but in both countries the situation has been trans-
formed during the present century. The business of government has
increased in scope and complexity, with a managed economy, large
social programmes, heavy defence commitments, and complicated
foreign relations. New departments, corporations, and agencies have
been created, older departments have acquired new or expanded
functions, and more and more people have been employed by the
State. The activities of a clerk controlled by an administrator are
certainly not typical of the role of the modern State servant.

60. That role is now, typically, a specialised one. It frequently calls
for a professional or technical qualification, obtainable within or
outside the Service, as for an accountant, an architect, or an
actuary. In some cases particular Service training and experience are
necessary, as for a telegraphist, or tax inspector, or an air traffic
control officer. The State Services largely consist of a wide variety of
such occupational groups which often have little affinity one with
another.

61. Again, the role may be predominantly a managerial one. It
may require the State servant to direct efficiently and economically a
branch of public enterprise the broad policy of which is already
known and accepted. Thus he may be a District Commissioner of
Works, a Chief Postmaster, a Conservator of Forests. Such a man is
concerned with policy in the sense of the functional, financial, and
personnel problems arising in the organisation he directs; but not
usually in the sense of political issues requiring the attentlon of a
Minister.

62. He can thus be distinguished from the administrator. Tradi-
tionally the administrator is the anonymous servant of his Minister,
bound by constitutional convention to make his experience, judg-
ment, and departmental knowledge confidentially available to his
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political master no matter what party is in office, and to accept and
put into effect the Minister’s decisions. For those decisions, and for
the manner of their execution, the Minister takes the responsibility,
and hence any public credit or blame.

63. The State Services in New Zealand differ from those in some
overseas countries (such as the United Kingdom) in the scope of
their activities. In New Zealand, for instance, the Ministry of Works
and the Health Department directly provide services over which their
counterparts in Britain would merely maintain a general oversight,
the work itself being done by private firms or local authorities. Con-
sequently the New Zealand Health Department is as large as the
British Ministry of Health. Other New Zealand departments provide
life and general insurance, trustee facilities, housing, housing loans
and farm finance. Departments (and not corporations) run railways,
generate power, conduct scientific research, and develop forests. In
Britain, too, some departments engage in trading or give services in
fields where policy is clear and well established, and little happens to
excite political controversy or to require frequent attendance upon a
Minister. But in New Zealand a larger proportion of the 111,000
State servants do work of this nature.

64. In consequence, the New Zealand State Services include a large
number of diverse occupational groups, and being large-scale organi-
sations they contain a relatively high proportion of managers to
direct their work. The significance of the advisory and administra-
tive role tends thereby to be obscured. Indeed, a number of witnesses
could see no need to distinguish it from management. We think they
are mistaken.

65. In days gone by, a well educated politician with some leisure
to study political and social problems could become as competent as
most of his advisers, Nowadays, no matter how intelligent and able a
Minister may be, he no longer has the time, the training, and the
experience to master all the subjects likely to fall within his responsi-
bility. He must depend on expert advice —from engineers, doctors,
lawyers, economists, scientists, and specialists of all sorts. His problem
is to make use of the expert advice at his disposal. To do so he
must depend on administrators whose training and experience qualify
them to evaluate and interpret the views of experts, to relate them to
a wider political and administrative context, and to plan ahead.

66. Moreover, because of the volume and complexity of business
the Minister needs administrators to assist and to represent him in
the negotiations and explanations which any change of policy in-
volves. The administrator is no longer anonymous. He is sometimes
required to defend in public the decisions which the Minister has
taken. The public may jump to the conclusion that he is defending
his own policies rather than those of the Minister, especially when
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it is suspected that he took the initiative in proposing those policies
to the Minister. He needs therefore to acquire enough political
acumen to combine frank discussion with his Minister in private with
complete loyalty to his Minister in public.

67. To perform these services with efficiency and discretion, the
administrator must have special skills, a special outlook, a special
code of conduct, distinct from those he needs as a manager. He will
normally have some managerial duties to perform; indeed part of the
traditional responsibility of the administrator is to supervise the
execution of the Minister’s decisions. But he is more than a manager,
and needs special training and experience to equip him for his par-
ticular role. This conception has an important influence on our
thinking and our recommendations, as has our conception of the
State Services as a congeries of distinct occupational groups. Instead
of being a clerk controlled by an administrator, the State servant
today is an expert, controlled by a manager, and coordinated by an
administrator.

THE LOCATION OF RESPONSIBILITY FOR
EFFICIENCY AND ECONOMY

68. Where does responsibility for efficiency and economy in the
State Services lie? We have found that the legislation relating to
this matter causes uncertainty and confusion; so much so that even
officers high placed in the Services have vastly different conceptions
of their responsibility. We consider that the areas of responsibility
need to be more positively defined and located.

EFFICIENCY AND ECONOMY

69, Efficiency is not susceptible to any one clear and revealing
definition. It would indeed be presumptuous to attempt in a single
definition to embrace all Government work from simple manipulative
(where speed and accuracy count most) to wider administrative or
governing tasks, where the constituents are so complex as to defy
enumeration. It is, however, useful to distinguish two elements of
efficiency in the work of the State Services. The first concerns the
wider purposes for which the State Services exist. The second is
more concrete and concerns the satisfactory performance of a given
task, great or small, to achieve those wider purposes. :

70 The State Services in New Zealand cannot be cons:dered
efficient. unless both elements of efficiency are present. Each could
exist singly, but to little good effect—a fact easily illustrated. One
can imagine a despotic Government fulfilling efficiently the material
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detail of its broad programmes but condemned because those broad
programmes do not meet the needs of the people. Conversely one
can imagine a humane and responsive Government, supported by
the best-intentioned State Services, but condemned because its Ser-
vices could not effectively carry out in detail its broad programmes —
excellent intentions frittered away in a multitude of small executive
inefficiencies.

71. The first element of efficiency is closely bound up with the
efficiency of Government as a whole. The efficient Government in a
democracy discovers and fulfils the changing needs of the community,
as resources permit, in ways consistent with the community’s moral
standards., (It is clear from the illustration given above that one
cannot neglect this ethical or humane factor.) There are as yet
no acceptable scientific ways of gauging accurately and promptly all
the needs of a community at any given time, much less of estimating
those of the future. This must be done in many fields by rough-and-
ready intuitive processes— by political experience and sensitivity to
electoral pressures, among other things. Thus, in this aspect, efficiency
merges with political desirability; and the wider purposes of depart-
ments must therefore be decided by those best qualified to settle
questions of political desirability, that is by the elected Government.

72. Those wider purposes (to run schools or prisons, to build
airfields or power stations, to sell coal or insurance, to control
imports or infectious diseases) should however be appraised con-
tinually in the light of changing social needs. Though the Minister
is primarily responsible for this appraisal, State servants have a real
and unavoidable responsibility to anticipate it by critically assessing
whether their departments’ operations should be continued, changed,
or extended. They should from this assessment be able to provide the
material on which an effective appraisal can be based.

73. The effectiveness of a programme depends also on its accept-
ability to the public, and this in turn may largely depend on the way
it is administered. Whether departments are efficient from this point
of view then depends materially on how they give effect to the
changing programmes of elected Governments. To be efficient in this
way thus demands of the State servant a knowledge and understand-
ing, not only of the programme itself and its effects on the community
at large but also of the people who will be particularly affected by
it.

74.The first element of efficiency emphasises that the role of the
State Services is no longer —if it ever was —solely one of unthinking
obedience, an unreflecting “work to rule”. Ministers must be able
to rely on their departments for more than this, if only for the
reason that the departments must be presumed to know their public
well, and to be able to measure for the Minister’s information the
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effect of existing or proposed activities and the reaction to them.
This awareness carries with it the two responsibilities of keeping the
Minister well informed, and of continually refitting the departmental
organisation to serve the needs of present and future operations.

75. The second and more concrete element of efficiency may be
defined as the most satisfactory performance of a given task having
regard to the purposes for which that task is undertaken. This
narrower concept implies that the wider purposes of a department
will be achieved by performing many specific tasks, and that each
of these tasks should be carried out in the most satisfactory way. In
reviewing the efficiency of a department it may also be of value to
ask whether a given task is worth performing. Is it worth while to
keep up to date this set of records? Do we really need that set of
forms? The answers can be given and efficiency judged only in the
light of the wider purposes of the department.

76. The narrower element of efficiency brings in notions of
economy, by which we mean the performance of a given task with
the least possible expenditure of manpower and materials. The most
efficient way of doing a job is not necessarily the most economical. For
example, efficiency at an inquiry counter would be improved if
there were enough staff and counter space to ensure that queues
never formed; economy however might dictate that the staff and
counter space be sufficient merely to cope with the normal flow of
inquiries, so that queues would form whenever that normal flow
was exceeded. Economy and efficiency must be kept in balance; the
costs of more staff and counter space must be measured against the
time and temper lost in the queue. In the same way, a department
has only limited resources with which to perform a multiplicity of
tasks. If staff are transferred to the inquiry counter, fewer will be
available to ensure that correspondence is promptly answered, or to
perform some other necessary duty. Increased efficiency in one section
must be balanced against any consequent reduction in efficiency else-
where.

77. We have defined the more concrete element of efficiency in
terms of the most satisfactory performance of a given task. We
recognise that this is a subjective rather than a scientific standard,
since there is room for disagreement as to what is most satisfactory.
No more precise test seems possible, however, except in the case of
departments engaged in competitive trading which —like private
businesses — have an automatic, but not infallible, standard in the
form of a profit and loss account. Public investment in most Govern-
ment activity pays a social dividend which cannot be measured in
money. What is the cash value of the work of a child welfare officer?

-78. But it is obvious that some child welfare officers will be more
efficient than others. Their performances will differ for instance in
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the number and difficulty of cases they can handle, the quality of
the advice they give, and the harmony of their relations with the
families and teachers and fellow officers with whom they must deal.
These are factors not easily reduced to measurement, nor is there any
infallible formula which would enable one to justify improving
quantity of work done at the cost of quality, or vice versa. It is
nevertheless possible for competent and experienced officers to lay
down standards of work by which efficiency, even in these classes of
work, can be measured; through training to have those standards
understood and accepted; and by inspection to have them applied to
the performance of the officers concerned. In the absence of an
external financial test of efficiency, appropriate internal tests of this
sort must be evolved, and revised from time to time, having regard
always to the wider purposes which each State activity is intended
to achieve; for apart from those purposes, efficiency has little mean-
ing.

THE LOCATION OF RESPONSIBILITY

79. Our argument takes the following form. The Minister in
charge of each department has a constitutional responsibility to
Parliament for efficiency and economy in his department. But partly
because of the special circumstances of Ministerial control in New
Zealand, the Permanent Head of each department must bear personal
responsibility to his Minister for managing the affairs of the depart-
ment in an efficient and economical manner. Ministers, however, need
a central control authority to satisfy them that Permanent Heads arc
in fact managing their departments efficiently and economically.
As the control authority can hardly be responsible at one and the
same time to all of the Ministers it should be made responsible to the
Prime Minister, who, as the leader of the Government, is responsible
to Parliament for the efficient and economical dispatch of his Govern-
ment’s business. Through the Prime Minister, Parliament can then
exercise its normal and proper pressures on general matters of
efficiency and economy in the State Services. We shall now develop
this argument in greater detail.

Constitutional Responsibility

80. The constitutional position of individual departments is clear.
Each Minister of the Crown is accountable to Parliament for the
administration of his department and, consequently, for its efficiency
and economy. The employees of the department are his agents; every-
thing they do, they do in his name. In the eyes of the law, the
permanent official is an anonymous instrument of the Minister.
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New Zealand Reality

81. But though the constitutional position is beyond doubt, it is
unreal to expect Ministers in mid-twentieth century New Zealand to
be able to oversee the day-to-day detail of their departments’ work.
In New Zealand it is customary for Ministers to have their offices in
Parliament Buildings. They are thus at a disadvantage compared
with some of their overseas counterparts who have offices within their
departments. The latter can gain more accurate impressions of the
manner in which a department is being administered and are in a
better position to exercise some personal control. There are no doubt
good reasons for the New Zealand practice, but in the matter of
exercising departmental control it must be recognised as a disadvan-
tage.

82. We do not overlook that Ministers also have electoral and
parliamentary duties. Moreover they have their responsibilities as
members of the Executive Council, of Cabinet, and of its committees.
Above all they have the responsibility for the policies of their depart-
ments. Therefore, even under the most advantageous physical con-
ditions, they would, we are sure, find it impossible to give a great
deal of attention to the detailed administration of their departments.

Permanent Head’s Responsibility

83. If, therefore, a Minister is in no position to exercise extensive
and continuous day-to-day control of his department’s efficiency
and economy, who is to do this for him? We believe the Permanent
Head must clearly carry that responsibility. He in fact directs those
daily operations of the department. He is answerable for his depart-
ment to his Minister.

84. The Permanent Head must of course exercise this responsibility
within the limitations imposed both by his Minister’s directions and
by Government control machinery operating in such matters as
staffing and finance. But the primary responsibility for efficiency and
economy within the department is in fact his. This placing of
responsibility —a British Treasury representative has said recently —
has not been challenged in the United Kingdom for 40 years.

85. At the present time in the New. Zealand Public Service, the
Permanent Head’s conception of his own responsibility is blurred by
the fact that, in addition to his constitutional and traditional re-
sponsibility to his Minister, he is responsible also to the Public
Service Commission for the “discipline, efficiency, and economical
administration of the department*”. There is thus a confusing dicho-
tomy of responsibility which may perhaps be unavoidable under the
present constitution of the Public Service Commission as a statutory

#Public Service Regulations 1950, regulation 31.



CHAPTER 2 33

body reporting only to Parliament. We shall later recommend the
reconstitution of the Commission as a State Services Commission
directly responsible to the Prime Minister and acting truly as an
agency of the Government to review matters of efficiency and
economy. We shall recommend also an accretion of power and
responsibility to Permanent Heads of Public Service departments. If
these recommendations are accepted, we see no reason for retaining
the present confusing and uncertain division of responsibility.

Public Service Commission Responsibility

86. The Public Service Commission has at present a statutory
responsibility for efficiency and economy in the 38 departments within
its jurisdiction (par. 46). This responsibility, additional to and
contemporaneous with that of Minister and Permanent Head, arises
from the Public Service Act 1912. Section 12 requires the Com-
mission as often as necessary to carry out the directions and pro-
visions of the Act, and ensure the establishment and continuance of a
proper standard of efficiency and economy in the Public Service, to
cause departments to be inspected, and to investigate the character
of the work performed by every officer, and the efficiency, economy,
and general working of each department both separately and in its
relation to other departments. It empowers the Public Service Com-
mission, for these purposes, to examine the Permanent Heads of
departments, and such other witnesses as may appear to be necessary.

87. The true character of the Commission’s responsibility under
section 12 has never been clear, particularly since it was given no
really effective powers with which to discharge this responsibility. An
amendment was passed in 1946, undoubtedly to strengthen the Com-
mission’s hand. Thus, section 25 of the Public Service Amendment
Act 1946 empowers the Commission from time to time to ‘“take
such further action as it thinks fit to ensure efficiency and economy
in the departments under its control”. It will be noted that this section
fails to define the “further action” which the Commission can take;
it is moreover permissive and not mandatory. In all, it is 2 weak and
uncertain amendment. And even worse, the wording “departments
under its control” cuts across the Permanent Head’s statutory and
constitutional responsibilities to his Minister. But, nevertheless, when
this section is read along with the original provisions of the 1912
Act, the Commission certainly is given a responsibility to take all
steps reasonably open to it to promote and maintain efficiency and
economy in the work of those departments which come within its
jurisdiction. We admit our doubt as to the extent of any particular
action it may now take or to the degree of command it may possess.
But plainly its duties include those of giving all reasonable help to
departments in their attempts to achieve efficiency and economy, of

2
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inspecting departments and officers as often as necessary, and of
reporting on the efficiency of departments within its jurisdiction. We
think that these proper duties of a control organisation should be
maintained.

88. The Public Service Commission must make reports. Its practice
has been to submit to Parliament annual reports surveying the
general state of affairs within its jurisdiction and making recom-
mendations. These reports have seldom criticised individual depart-
ments. They have been confined, in substance, to general observations
on staffing matters, to recommendations for improvement in general
conditions and, on occasion, to comments on the redistribution of
functions of departments. No doubt such criticisms of individuals or
particular departments as the Commission has felt obliged to make
have been made in other ways.

89. We have considered these annual reports to Parliament and
the action taken by successive Governments thereon. We are left
with the strong impression that in general they have occasioned less
interest than they deserve— possible because they have not been
controversial in expression, and little political advantage could be
gained from supporting or attacking them. Whether or not that is
so, it cannot be denied that the role of the Commission in promoting
efficiency and economy has been, and must always be, of great
importance. It would be a healthy sign if Parliament took greater
interest in the Commission’s reports. Our recommendations are in
part designed to stimulate that interest.

90. A survey of past events leads us to believe that successive
Governments have not sufficiently supported the Public Service Gom-
mission, and that the Commission itself has not done all that was
needed to promote efficiency and economy. There are, we believe,
two main reasons for this situation. No individual Minister is re-
sponsible for the efficiency and economy of the State Services as a
whole; and there is no clear and definite allocation of responsibility
between the Commission and Permanent Heads. Consequently some
past Governments have not given adequate and proper weight to
the reports of the Public Service Commission. And the same reasons
have produced, on the Commission’s part, some reluctance, even
inability, to accept a more forceful role.

Responsibility of the Government

91. The State Services must inevitably do most of the detailed
executive work of Government. But without definite leadership and
strong control from the top, the best-designed organisations will falter.
We have stated that such direction, in our system of democracy, must
come from the elected Government of the day—an obvious con-
clusion, but one which the evidence we have heard suggests is too




CHAPTER 2 35

often overlooked. And as State activity grows greater and more
complex, so must the need increase for strong Government control of
the machinery of State, and of the efficiency of that machinery. It
follows that any control agency concerned with the efficiency and
economy of the State Services as a whole should be responsible to
the Prime Minister as head of the Government, except, of course,
in those personnel matters affecting individual officers where the
independence of the agency must be maintained. We shall develop
this view in Chapter 3. We believe that only if such Prime Minis-
terial leadership is accepted will Parliament and the Government
come to take adequate interest in the efficiency with which the
Services carry out their decisions.

SUMMARY OF CONCLUSIONS

92. Our conclusions on the proper location of responsibility for
efficiency and economy can now be summarised thus. (a) The
Prime Minister should on behalf of the Government hold the ultimate
responsibility for the overall efficiency and economy of the State
Services. Therefore, the Prime Minister’s responsibility, and his corre-
lative right to direct the Public Service Commission (or our recom-
mended State Services Commission) in matters of efficiency and
economy (but not in matters affecting individual officers other than
the appointment of Permanent Heads — Chapters 3 and 6) should be
publicly recognised and accepted. (b) Constitutionally a Minister of
the Crown must accept responsibility in Parliament for the efficient
and economical conduct of his departments. (c) The Permanent Head
must be personally responsible to his Minister for the efficient and
economical operation of the department. (d) The Public Service
Commission (or a State Services Commission), as the Government’s
agent in promoting efficiency and economy in the State Services,
should be accountable to the Prime Minister.

2*
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Chapter 3. MACHINERY OF GOVERNMENT

Item I of our Warrant reads:

Any improvements that should be made in the machinery of
Government, in relation to the organisation, coordination and control
of Departments of State and Government agencies.

1. In this chapter we shall report on any improvements needed in
the organisation, coordination, and control of those parts of the mach-
inery of government covered by our inquiry. After explaining briefly
the need for coordination and control, we shall examine in turn each
main component of that machine, from Cabinet and its committees,
through the control departments (Public Service Commission, Audit,
Treasury, Ministry of Works), to the departments of State and
Government agencies, viewing each component both as a unit and
in ifs relationships with other parts of the machine. Improvements
will be recommended in passing.

NEED FOR COORDINATION AND CONTROL

2. The State has many departments and agencies to carry out its
executive functions. Each has its own limited area of work and is
expected within that area to carry out the purposes of the Govern-
ment; but each is also merely a part of a single system of government,
in close contact with —even at times dependent on — other parts of
the system. Without some form of coordination and control, depart-
ments could, for example, pursue incompatible policies, initiate
intolerably burdensome programmes, and bid wastefully one against
another for money, manpower, or materials. The risk of such un-
welcome possibilities has grown in the last generation with the
extension and diversification of State activities to which we have
already referred, since it is now harder for any part to know what
the rest are doing. It is the more essential, then, that from high
policy to routine administration, the system be properly coordinated
and controlled. The same developments have, however, made it
harder for Cabinet alone to achieve this, and greater reliance has
thus been placed on other control authorities.
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CABINET

3. In the previous chapter we have stressed the primary and con-
stitutional responsibility of the Government and, especially, that of
individual Ministers, for efficiency and economy in Government
administration. The ability of the State Services to achieve efficiency
depends largely on the direction and leadership given by Ministers.
But Ministers are themselves subject to Cabinet, and the very
existence of Cabinet is proof of the need to coordinate the activities
for which individual Ministers are responsible. The way in which
Cabinet is organised (including the allocation of portfolios) is im-
portant in any examination of the machinery of government, and
therefore in our inquiry. It is no doubt true that the considerations
which determine the allocation of portfolios are in part political, but
we hope that Governments will be assisted by our discussion to give
due weight to administrative factors in this matter and in otherwise
organising their Cabinet activities.

4. We shall deal in turn with each of the four following matters:
Ministerial responsibility for efficient Government administration;
the allocation of portfolios; the Cabinet committee system; the
Cabinet Secretariat.

MINISTERIAL RESPONSIBILITY FOR GOVERNMENT
ADMINISTRATION

5. We state elsewhere that Ministerial responsibility for the overall*
efficiency and economy of Government administration should be
accepted by the Prime Minister. This responsibility should be
additional to and distinct from the responsibility of individual
Ministers for the efficiency of their own departments. Our full
reasons for this view will be found in Chapter 2 above, and
paragraphs 46-51 below. »

ALLOCATION OF PORTFOLIOS

6. The evidence we have heard has impressed upon us the present
heavy demands on the time of Ministers. We are concerned to reduce’
these demands as well as to provide the basis for a more efficiently
coordinated administrative machine. A great deal of Ministerial
time is consumed in Cabinet committees and in informal meetings
with colleagues to coordinate the work of various departments. We
believe that an appropriate grouping of portfolios helps to relieve
this burden. Such a rationalisation also leads to more efficiently
coordinated, less fragmented Government activities. The present
allocation of portfolios appears to meet the administrative require-
ments better than has often been the case in the past.
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7. Such factors as regional representation, seniority, and electoral
support (to name the more obvicus) seem to be taken into account
when portfolios and Ministerial offices are allocated. Such factors
are politically significant, and we have no right to comment on the
weight given them. Coordination becomes complicated and difficult,
however, if they are allowed to lead to an allocation of portfolios in-
appropriate for administrative purposes. For such purposes, depart-
ments with related functions should be gathered together under one
Minister — subject, of course to what is a reasonable Ministerial
work load. This would speed up the process of coordination in
Cabinet and facilitate the making of decisions. Conflicts over
jurisdiction and functions between related departments should be
resolved by one Minister more easily and speedily than if two
Ministers are involved. In the latter case such conflict might well
remain unresolved until enough friction has developed to necessitate
action by a Cabinet committee, by a special Ministers’ meeting, or
even by Cabinet itself.

8. Once departments with related functions are grouped under, and
coordinated by, a single Minister it should be possible (indeed, to
our mind it is essential) to delegate to those departments greater
responsibilities, thus relieving the Minister himself of much detail.
This ,process will be assisted if legislation which places executive
responsibility on a Minister empowers him to delegate; if each
Permanent Head constantly reviews the material he submits for his
Minister’s decision and from time to time recommends appropnate
delegatlons and if the proposed State Services Commission examines
in the course of its reviews the volume and substance of com-
munications passing between departments and their Ministers and
makes appropriate recommendations. ’

9. There is no ideal grouping of portfolios and Ministerial offices.
Some departments can be grouped with equal logic in several different
ways. How it should be done depends on the view one forms of the
department’s primary purpose at a particular time. Textbook writers
demonstrate this uncertainty by suggesting widely different arrange-
ments. Governments themselves have not followed a consistent
practice as the examples drawn from four different Cabinets in
Appendix 5 show.

10. Nevertheless, some groupings of departments appear to us
administratively ~desirable. For example, Railways, Transport
(reformed as we suggest in Chapter 4), and Civil Aviation
Administration go together; Air, Army, Navy, and Defence Depart-
ments also go together (see Chapter 4) at least in peacetime, and
there is a case for including Police with these under the control of
one Minister; Agriculture and Scientific Research have a close affinity.
because of their complementary functions in research and extension
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work; Electricity and Mines are concerned with the fuel and power
resources of the country; Maori Affairs and Island Territories -are
both concerned with the development of the Polynesian race.

11. Other groupings are not so obvious and only emerge when the
functions of the departments concerned are more closely examined.
For instance we are satisfied from our investigations that there are
good reasons for placing Lands and Forestry Departments with one
Minister. Above all, we are convinced that it would be better if the
Prime Minister were not burdened with particular portfolios or
Ministerial offices but carried general responsibility for the overall
efficiency of government administration.

12. We are satisfied that coordination of executive activity is
improved if attention is given to the administrative implications when
portfolios are allocated. To this end, advice might well be sought
by a newly elected Prime Minister from the proposed State Services
Commissioner on these administrative implications, which are bound
to vary from time to time and on which the State Services Com-
missioner could present an informed view. The Commissioner would
have, moreover, a duty, in our opinion, to tender advice to the Prime
Minister whenever the allocation of portfolios affected administrative
efficiency.

13. An appropriate grouping of portfolios should also provide a
basis from which to move to less fragmented State Services. The
distribution of portfolios to give unified Ministerial control over two
or more related departments should not only eliminate friction but
should also promote inter-departmental cooperation with a pooling
of resources and exchange of ideas, which in appropriate cases might
lead to amalgamation. Grouping is, however, fully justified if it leads
to better coordination of departments, with resources pooled, policies
integrated, and duplication of activities minimised. If amalgamation
follows, so much the better ; but it should only follow when complete
integration is shown to be preferable to interdepartmental coordina-
tion. We discuss this more fully in Chapter 4.

14. Moreover, portfolios and Ministerial offices should be so
allocated that no Permanent Head is answerable to two or more
Ministers. When this occurs it tends to disrupt departments, to
confuse the lines of responsibility, and possibly to lead to a conflict
of loyalties. The Permanent Heads of Air, Social Security, Education,
and Tourist and Publicity Departments are each responsible to two
Ministers. Indeed, the Permanent Head of the Social Security
Department has at times worked to three different Ministers. In this
situation a division of a department can assume an almost independent
status if a Minister looks to the divisional head rather than to his
Permanent Head. Occasionally legislation has even made a divisional
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head directly responsible to another Minister. There is then a danger
that a Permanent Head’s responsibility for efficiency and economy
over his whole department may be weakened, or broken.

THE CABINET COMMITTEE SYSTEM

15. Cabinet uses standing and special committees of Ministers to
reduce its burden of work and to enable many proposals to be closely
examined, frequently in the presence of senior departmental officers.
There were seven standing committees in December 1961. Cabinet
may at any time set up more committees or rearrange the responsi-
bilities of existing ones.

16. Cabinet committees do not follow a uniform pattern. Some
meet regularly; others only when needed, which may be rarely. Some
have delegated powers to make certain decisions on Cabinet’s behalf;
others review policy or make recommendations. Most Cabinet com-
mittees are supported by officials committees comprising Permanent
Heads or their representatives, and a few also have working parties
to conduct detailed investigations for the officials committees.

17. The Public Service Commission stated that:

. . . the machinery ensures that the views of all interested departments
are obtained before a submission is placed before Cabinet, and the
work of Cabinet committees provides valuable opportunities for the
interchange of views between Ministers and officials. There is no doubt
scope for further development; the present machinery provides a sound
basis on which to build.

We recognise the value of the Cabinet committee system in coordinat-
ing various areas of government activity, but we doubt whether it
can be extended much further without making unreasonable demands
on the already overburdened time of Ministers. We are concerned
to see this existing burden eased, rather than increased, and as one
means of helping to do so, we have suggested grouping related
departments under one Minister.

18. We are of the opinion that Cabinet committees operate most
effectively when aided by a strong officials committee serviced by a
single department. The presence of a strong officials committee
serviced by Treasury is said to be one of the reasons for the success
of the Cabinet Committee on Economic and Financial Questions.
We shall have occasion to consider three other standing committees
and their supporting machinery: the committees on Government
Administration, Transport Questions, and Defence. We deal with
the first in the following paragraphs and with the other two in our
discussions of transport and defence in Chapter 4.
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19. The Cabinet Committee on Government Administration was
first “established in the early nineteen-fifties. Its terms of reference
were summarised for us thus:

(a) To keep the machinery of government under constant review.

(b) To consider and report to Cabinet on changes in the
machinery of government and in the allocation of functions
to departments which might facilitate the more efficient dis-
charge of government business.

(c) To keep the staffing of the Public Service under review to
ensure that maximum economy consistent with efficiency is
achieved.

(d) To consider and report on questions of policy arising out of
the employment of persons in the service of the Crown includ-
ing, inter alia, pay and conditions of service and
superannuation.

In practice it has dealt mainly with the various personnel problems
included within the last of these items.

20. The committee’s jurisdiction resembles closely the area of
activity within which our proposed State Services Commission would
be reporting to the Prime Minister. Would the committee then be
redundant? It would be for the Prime Minister to decide to what
extent, if at all, he wished to refer such maters to it; certainly it
would be possible to do without it, since it has at times been allowed
to go into recess. But we think there are good reasons for retaining
it, in particular to deal with those problems of personnel policy which
affect more than one State Service. It enables (for example) the
Postmaster-General, the Minister of Railways, and the Minister of
Education (when the education service is involved) to explain the
repercussions within their respective Services of proposed changes in
pay or other conditions of employment, and thus helps to improve
coordination between the several employing authorities. A committee
so composed may, however, not be ideally suited to consider
questions of machinery of government or of administrative efficiency
in other parts of the State Services. (This may be one reason why
the present committee has dealt more with the last than with the
other three items of its terms of reference.) If the Prime Minister
wished such a question to be investigated at Cabinet committee level,
it is possible that a special committee representing the departments
concerned in the particular case might be more appropriate.

21. Assuming the Committee on Government Administration to be
retained, to deal in particular with such matters of inter-Service
personnel policy as may be referred to it by the Prime Minister,
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we consider that it should be assisted by an officials committee, appro-
priately serviced. The officials committee in this case should be the
State Services Coordinating Committee, which consists of the Per-
manent Heads of the main employing authorities together with the
Secretary to the Treasury (par. 67). The appropriate servicing
department would be the State Services Commission. The Cabinet
committee itself would of course be serviced (like all such com-
mittees, and like Cabinet) by the Cabinet Secretariat.

22.1t is important that when any matter affecting the overall
efficiency of the State Services is brought before Cabinet or any of
its committees, the Commission’s advice should be sought, in the
same way as the advice of the Treasury is now sought on submissions
having financial implications. The State Services Commissioner would
thus be the Government’s chief adviser on government administration,
as well as being personally responsible to the Prime Minister.

CABINET SECRETARIAT

23. The Cabinet Secretariat is, in New Zealand, a comparatively
new device, reflecting the great expansion in Government business.
The procedures adopted are apparently straightforward and have not
changed much in the past 12 years. Departmental matters for con-
sideration by Cabinet or by its standing committees are put forward
as concise written submissions leading to recommendations. These
are recorded, listed on an agenda, and distributed to Ministers before
each meeting. The Cabinet Secretary, who attends meetings and
records decisions is also expected to ensure, as far as he can, that the
material placed before Cabinet is adequate and covers the questions
that are likely to be raised. The successful operation of the Secretariat
obviously depends not on the formal machinery but on the
Secretariat’s understanding of Cabinet’s requirements and its ability
to meet them. It is also obvious that the successful operation of the
Secretariat, through its importance to Cabinet, is important to the
whole machinery of government. ’

24. The Cabinet Secretariat is part of the Prime Minister’s Depart-
ment. Its present staff consists of a Cabinet Secretary (seconded from
the Department of External Affairs), a Treasury Investigating Officer
on secondment, a clerk, and a records clerk. The Department of
External Affairs provides the necessary typing services. The present
duties of the Secretariat, though demanding the utmost care and
discretion, are largely routine. The evidence indicates that it has
insufficient resources to ensure that Cabinet (or any of its committees)
has before it all relevant information on topics being considered, and
that all the issues involved are presented in a coordinated manner.
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25. Two alternative ways of strengthening the Secretariat were
suggested to us, namely : :

(a) To develop it as a planning a.nd prlorlty-recommenchng body
designed to advise Cabinet on policy issues, while retaining its
present secretarial duties:

(b) To strengthen it as a coordinating and secretarial device.

(a) A National Planning Authority

26. Past attempts to develop an independent planning and priority-
recommending body to advise Cabinet have failed. We do not believe
that an attempt to convert the Cabinet Secretariat into such a body
would be more successful. In a national emergency the need for such
an organisation may be recognised and its existence tolerated, as for
example, was the Organisation for National Security which operated
successfully under the threat of war and in time of war. However,
its peacetime successor, the Organisation for National Development,
failed, we were told, for two main reasons. According to the Public
Service Commission it was a body of great influence and no responsi-
bility, interposed between departments on the one hand and Ministers
and Cabinet on the other. It thus broke the primary direct relation-
ship between Permanent Head and Minister —a traditional and
fundamental relationship in our form of government. Moreover,
decisions which were to form a basis for national planning, being
essentially political, should, it was thought, be made by Cabinet or
responsible Ministers. Be that as it may, there is now little support for
such a body. We agree that New Zealand in its present stage of
development (and for some years to come) would be best served if
departments planned their own programmes, subject to coordination
by inter-departmental and Cabinet committees, and finally by Cabinet
itself.

27. We do not, however, exclude the poss1b1hty that at some time
in the future a place may have to be found in the machinery of
government for a national planning centre. Short- and long-range
forecasts of economic and social developments are certainly needed as
a basis for plans and policies for the future (par. 125-139). We note
with interest that in 1947 the Netherlands set up a Central Planning
Bureau which we understand has been successful in helping to
promote conditions for stable national development. This type of
organisation may well warrant deeper consideration than we have
been able to give it.

(b) Strengthening of the Secretariat

28. We favour the strengthening of the present Secretariat; for,
with adequate resources, it could take steps to ensure that on -any’
issue coming before Cabinet or its committees the necessary in-
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formation has been collected and coordinated and that all depart-
ments and agencies affected have been given an opportunity of
expressing an opinion. It would not itself engage in such con-
sultations but would draw the necessity to the attention of the
originating department. A similar procedure would apply if Cabinet
should desire further information. The Secretariat would also be
responsible for ensuring that Cabinet decisions were effectively
promulgated. It would be the Secretary’s duty to record them, to
ensure that they reached the organisation responsible for action, and
to follow them up where necessary. The Secretary and his senior
staff would need to work intimately with Cabinet and Ministers and
could only do so if they had their full confidence. Having that con-
fidence they could help departments to interpret the views, and
prepare for the decisions, of the Government, and so avoid duplication
or delay. Ministers and departments would, we feel, welcome a
Secretariat working discreetly in this way to streamline government
business,

29.1t is obvious that although some additional staff would be
needed this would not, of itself, bring the results we have in mind.
The success of a strengthened Secretariat will depend on the status
and personal qualities of the Cabinet Secretary, and on the dis-
position of Prime Ministers and Cabinets to use the services he
can provide.

RECOMMENDATIONS

We recommend that:

(1) Responsibility for overall efficiency and economy of
government administration be accepted by the Prime

- Minister (par. 5).

(2) In the allocation of portfolios and Ministerial offices
due regard be had to the administrative desirability
of entrusting departments with related functions to
the one Minister (par. 6-14).

(3) Portfolios and Ministerial offices be allocated so that,
as far as possible, each Permanent Head is responsible
to only one Minister (par. 14).

(4) Whenever matters affecting the overall eﬁiciency of the
State Services come before Cabinet or its committees,
the oplmon of the State Services Commissioner (pro-
posed in Recommendation 8 (a) as the Government’s
chief adviser on questions of government adminis-
tration) be sought (par. 22).

(5) The Cabinet Secretariat be strengthened for the role
suggested in paragraphs 28-29 above.
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CONTROL AUTHORITIES

30. Cabinet has increasing need for something more than the
assistance of its committees, and a skilled Secretariat, to enable it to
coordinate and control the diverse and fragmented State Services.
Thus, special control departments have been set up —some of long
standing, others more recent. The main ones are the Public Service
Commission, the Audit Office, the Treasury, and the Ministry of
Works. We shall discuss each of these in turn.

31. There are other, more specialist, bodies with control functions,
which we do not intend to discuss here. We have had no substantial
evidence that their control functions are in need of review. They
include the Departmental Motor Vehicles Allocation Committee, the
Government Stores Board, the National Library Service, and the
Printing and Stationery Department. Two others can be discussed
more conveniently later: the Government Office Accommodation
Board is dealt with in Chapter 6; the functions of the Crown Law
Office are reviewed in Chapter 4.

THE PUBLIC SERVICE COMMISSION
Origin

32. The Public Service Commission was created by the Public
Service Act 1912 with the two objectives of building a unified career
service and of promoting efficiency and economy in the Public
Service. The Act established a Public Service Commissioner with
two Assistant Commissioners, free of Ministerial control but
responsible to Parliament. It was before the House of Representatives
as a Bill when the Hunt Commission, set up by the previous
Government in 1911 to investigate the Public Service, submitted
its report. The Hunt recommendations agreed substantially with the
proposals in the Bill, with one sharp difference. Rather than a
Commissioner with two assistants, the report recommended a Board
of Management of three men, two of whom (including the Chair-
man) were to be recruited from outside the Public Service. This Board
would be responsible to Cabinet. Cabinet was to accept final
responsibility for determining issues between the Board of Manage-
ment and individual Ministers and departments. But the Board was
to have “widespread and absolute powers over all things affecting
officers”. The Hon. A. L. Herdman, the Minister in charge of the
Bill, though he accepted some of the recommendations contained in
the Hunt Commission’s report, refused to adopt the suggested Board
of Management and retained the concept of a Commissioner with
two assistants. He also rejected the Hunt Commission’s recom-
mendation of responsibility to Cabinet, preferring responsibility to
Parliament.
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33. Both the appointment of the Hunt Commission and the
preparation of the Bill were largely consequences of agitation against
the abuses of political patronage and the making of ‘“backdoor”
appointments to what had already become, for the majority of
public servants, a career service. The framers of the Public Service
Act, and the Legislature, were particularly concerned to combat
these abuses. Efficiency and economy it was assumed would follow.

34. The Hunt Commission saw in a Board of Management a “well
oiled and efficient machine”, which would undertake the role of an
“efficient controlling business head”. No doubt it appreciated the
need for leadership and the building of morale and it thought that
they could be better achieved by an independent board than by
direct Ministerial control. But again, it is not unfair to suggest that
that Commission, like the Legislature, saw the need to overcome the
abuses of patronage and “backdoor” appointments more clearly than
it saw the other requirements of efficiency and economy. In fact, the
former may well have been the dominant requirement in 1912.

History

35. The form of this control authority has undergone several
changes since the appointment of the first Public Service Com-
missioner with his two assistants in 1912. From 1925 to 1935 there
was a single Commissioner without assistants. From 1936 to 1938
two joint Commissioners were appointed. In 1938 control reverted to
a single Commissioner. The Amendment Act of 1946 provided for a
‘Commission of three members, one of whom was to be appointed on
the nomination of the Public Service Association. In 1951 this
provision for employee nomination was repealed. The reorganised
Commission was thereafter to comprise not more than three members;
and the two' remaining Commissioners ‘continued in office without a
further appointment being made. The Act was further amended in
1954. The membership was increased to four at most, since when the
actual membership has been either three or four. At present it
consists of three Commissioners, one of whom is Chairman. The -
Commission acts as a board, each member having a vote in its
deliberations with the Chairman having the casting vote in the event
of equality. All present members have been appomted from the
Public Service.

36. The Public Service Commission has been successful in detailed
personnel ‘administration. But its operations, -particularly since the
Second World War, suggest that it has failed to provide those qualities
of imaginative leadership and direction required in a changing
world, and to cope adequately with the problems associated with
achieving and maintaining efficiency and economy in a growing and
increasingly diverse Service. One may well ask why this has been so.
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The Commission’s failures may be partly attributed to the fact that
although it was required by the 1912 Act to establish and maintain
proper standards of efficiency and economy in the Public Service, it
was given few powers with which to accomplish these things. An
amendment in 1946 authorised it from time to time to “take such
further action as it might think fit to ensure efficiency and economy
in the departments under its control”. This authority was permissive
rather than obligatory; and the machinery to ensure efficiency
and economy was not prescribed.

37. The Commission furthermore has had no Minister responsible
for it in Parliament; no Minister who could support its efforts, and
through whom Parliament could exercise its pressures. It is apparent
from an examination of the history of the Commission that important
recommendations have repeatedly been made in its annual reports
to Parliament but too often these have evoked no response and have
not been adopted.

38. Then, too, the growing influence of the Public Service Asso-
ciation with its direct access to the Government, and the necessity for
the Commission to negotiate with the association and to measure
its opposition before any substantial change in personnel matters
could be advocated, have not been conducive to bold action.

39. Hampered by these difficulties, as well as by the conflicts of
responsibility which we discussed in Chapter 2, the Public Service
Commission has been in no condition to meet the succession of crises
since its foundation. The 1914-18 War broke out shortly after
the establishment of the Commission. From 1920 onwards it
embarked on a programme of consolidating a career service and
developing standards of integrity and prestige in the-Public Service.
The depression of the thirties interrupted these labours before they
could be completed, and the Commission’s energies were diverted to
keeping essential services going with fewer staff. The depression over,
the Commission had to provide for the vast extension of Government
activity which came in the late thirties. Large numbers of new staff
had to be recruited. The growing influence of the Public Service
Association compelled it to pay more attention to staff relations,
These circumstances, followed quickly by the difficulties of the Second
World War, left it inadequate time to give a lead in policy matters,
to examine the allocation of functions, and to promote efficiency. After
the Second World War, ‘the Commission attempted to review the
structure of departments, and sponsored some successful and effective
amalgamations  and reallocations. But attention to these matters
could not be sustained. in the face of the mass of detail arising from
salary changes in a time of inflation, negotiations with employee
groups, promotions, appeals, ‘five-yearly regradings and regrading
appeals, recruitment and retention problems arising from full employ-
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ment, housing problems, rehabilitation, temporary employment, the
need for increased scientific and technical staff, and a host of
related matters.

Decline in Status

40. The Commission, preoccupied with such detail, has been unable
to deal adequately with the wider aspects of efficiency and economy.
It has not been able to give the imaginative and forceful leadership
which the Public Service requires. The evidence we have heard from
Permanent Heads and other qualified people stressed particularly the
absence of this leadership, and the unsatisfactory effects of that
absence. In the opinion of these witnesses, over the past 30 years there
has been a consequent decline in the prestige of the Commission.

"41. We accept that the Commission has fallen in status both inside
and outside the Public Service. In terms of salary and, we believe,
in status, the Chairman of the Public Service Commission is inferior
today to some heads of departments within its jurisdiction. We con-
sider that this is wrong. Effective leadership cannot survive such
invidious distinctions. It is not unfair to say that even the Com-
mission has come to view itself in a more humble light than was
originally intended — certainly more so than was intended for the
Board of Management by the Hunt Commission. As a result, its
operations have been virtually reduced to those of a central personnel
authority. '

42. We think it advisable now to dispose of the erroneous but
common view that the Public Service Commission’s chief function is
to act as a personnel authority independent from political control.
It was set up to do two main things: to build a unified career service,
and to promote efficiency and economy. The obvious inter-relation
of these functions has obscured their essential separateness. In 1912,
building a career service involved especially the destruction of political
patronage in staff appointments, promotions, etc. To be successful
the Commission had to be made completely independent of political
control in matters affecting individual public servants. And so it was.
But in ensuring efficiency and economy in wider matters of general
organisation and conditions of employment, it must act always as the
agent of the Government, which has ultimate responsibility for these
things. It has never been and could never be politically indé¢pendent
in performing this function. Thus, these two. distinct functions - one
requiring independence from and the other requiring submission to
Government (that is, “political”) control —must be kept separate
when assessing the Commission’s past work and when making recom-
mendations for the future. Confusion of both has led to the common
overemphasis of the Commission’s role as a politically independent
personnel agency. This view depreciates (if it does not obliterate) the
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Commission’s even more important, and simultaneous, function of
being the Government’s chief agent for maintaining efficiency and
economy.

The Need for a Change in Character

43. It is our firm view that the role of the Commission needs to
be changed and strengthened so that it can, and will, become the chief
adviser to the Government on matters of Government administration.
We wish to stress this view; for we believe that the Public Service
Commission must be changed in status and outlook if the State
Services are to meet the needs of the future. We recommend, as a first
step, that the Commission be reconstituted and called the State
Services Commission; by this renaming we intend to mark its new
character.

44. It is not our wish to reflect unfavourably on the ability of, or
the services rendered by, present or past Commissioners. They have
discharged with credit the functions to which the legislative deficien-
cies, and the other factors mentioned, have restricted the Commission.
But we do wish to say emphatically that those deficiencies and factors
should no longer be allowed to prevent the existence of a Commission
charged with, and indeed exercising, the wider responsibilities needed
if it is to provide dynamic and imaginative leadership in a changing
world.

45. We believe that the change which we advocate can be brought
about by:

(a) Making the State Services Commission responsible to the Prime
Minister who as we have already recommended should accept
responsibility for the overall efficiency and economy of govern-
ment administration.

(b) Changing the structure of the Commission to place command
in one man rather than in a committee.

(c) Freeing the Commission of much of the detail which now
clogs its operations.

(d) Redirecting the energies of the Commission by re-defining its
responsibilities.

(e) Enlarging the area of activity under its control to give it
responsibility for economy and efficiency in the whole of the
State Services and not merely in a part.

(a) Ministerial Responsibility

46. The Government has a constitutional responsibility for the
efficient and economic working of its machinery. It needs a strong
control department as its agent to ensure that all matters bearing
on efficiency and economy are kept under constant review, and that
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proposals for improvement are continually formulated and recom-
mended. We see this as one of the main tasks of the new State
Services Commission, and one for which it must be responsible to the
Government.

47.1t is not enough, however, that the Commission should be
responsible to the Government in a general but indefinite way. It
must be responsible direct to a particular Minister. As the State
Services are the main instrument by which the Executive Govern-
ment performs its operations, the Minister to whom the control
mechanism answers should be the head of the Executive Govern-
ment, the Prime Minister. We know the heavy load a Prime Minister
in New Zealand must always carry. We are reluctant to recommend
any increase in that load. But there is no escape from the fact that
the Prime Minister, on behalf of his Government, must bear the
responsibility for the quality of his Government’s administration
including the overall efficiency and economy of the State Services.
And if this is accepted, then it follows inevitably that the major
control organisation should be answerable to him. The relationship
between the Prime Minister and the new organisation should be
in general the same as that which exists between a department and
its Minister. In practice, the Prime Minister may be able to delegate
some of this work, for instance to the Cabinet Committee on Govern-
ment Administration.

48. There is another reason why the head of the Government
should be the Minister responsible for the new State Services Com-
mission. The Commission should give particular and continual atten-
tion to inter-departmental matters (such as amalgamation of depart-
ments and transfers of functions) which would promote efficiency
and economy. There will inevitably be Ministerial opposition to
some changes recommended. The Prime Minister, when satisfied that
changes must be made, is the only Minister with sufficient authority
to enforce change in the face of such opposition.

49. The fate of many important recommendations coming from the
Public Service Commission seems to demonstrate the unwillingness
of past: Governments to accept full responsibility for the efficiency
and economy of the State Services. We consider that this responsi-
bility should be enforced through the democratic processes of Parlia-
ment, and that the Prime Minister as leader of the Government
should accordingly answer in the House for the general administration
of the State Services.

50. Ministerial responsibility for a State Services Commission may
appear to conflict with the concept of independent non-political
control of the State Services. We have dealt with this erroneous view
in paragraph 42 above where we point out the two separate func-
tions of such a Commission. The State Services have never been
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completely free from political control. And indeed, they could not
possibly be, for those Services exist to carry out the instructions of
the Government. Independence from political control was estab-
lished in 1912 only in a limited sense. It is only in this limited sense
that independence has since been asserted as a basic principle. The
Public Service Association, for instance, defines it in the following
terms :

In accordance with the principles established by the Hunt Com-
mission and stated in Section 6 of the Public Service Act 1912, the
Public Service Commission shall continue to be independent of any
political control or influence in so far as it relates to appointments,
promotions, disciplinary action or increases in salary of individual
employees under its control and this principle shall apply to any
other person or body whose duty it may be to exercise any such
functions under the Public Service Act.

51. That this independence can be preserved in a system of defined
Ministerial responsibility has been well proved by the experience of
the Post Office and the Railways Department. For many years these
departments have been employing authorities, independent in most
personnel matters while remaining under direct Ministerial control
for other purposes. We proceed to later portions of this report on the
assumption that independence in matters of individual appointments,
promotions, transfers, and discipline is well established and will be
strictly maintained. The recommendations which we make covering
the appointments of Permanent Heads do not threaten this principle
(Ch. 6/224-229).

(b) Leadership Structure

52. The Hunt Commission suggested a Board of Management
composed of three men, one of whom, “and he the ablest man that
could be obtained therein”, should be drawn from the Public Service.
This position on the Board was to be the “prize position in the whole
Public Service” and carry a higher salary than any other, “with the
possible exception of that of the General Manager of Railways”. The
two other members of the Board were to be chosen from outside the
Service, and be men of wide business experience, with training in
large organisations, and accustomed to the handling' of a large
staff. One of these two businessmen was to be chairman of the Board.

53. However attractive the suggestion of such a Board may have
been, we believe that the extensive development of the State Services
since 1912, and their increasing complexity and the different nature
of their problems, make the suggestion impracticable today. Nor do
we accept the preference of the Hunt Commission for control by a
Board, rather than by an individual. Each of these alternatives has
certain merits, but we see the balance of advantage in the latter.
Board control at executive level too often results in a diffusion of
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power and responsibility and in an absence of resolute decision. We
see forceful and imaginative leadership as being of vital importance
in the years to come. The concentration of authority in one man
has its dangers, but with Ministerial control these would not be
great. Unless a single head is appointed, there is a likelihood that
the new Commission will continue in the same character as the
present Public Service Commission, predominantly a supplier of staff
services. We conclude, therefore, that the new Commission should be
controlled by a State Services Commissioner.

54. The success of the Commission will depend very largely on
‘the qualities of this man. He must have personality and ability, and
be a forceful head, prepared to exercise the powers given him. It is
not essential that he be selected from the State Services, but we
think it unlikely that any person from outside those Services could,
in view of their present complexity, have sufficient background know-
ledge to be able to discharge his duties successfully. He should pre-
ferably be a man who has shown administrative ability as head of
a major department, for, speaking generally, we feel that adminis-
trative experience obtained as the head of a department is more
appropriate than that obtained in a control authority. This may
not always be so, and we do not wish to appear inflexible about this
aspgct. As the leader of the State Services, he should have the
highest status and, we think, the highest salary. He should not be, as
the Chairman of the Public Service Commission is now, on a salary
below that of a number of departmental heads. He should be
appointed by the Govemnor-General for an indefinite term and be
removable at will. If the appointment is from the State Services
it should be the final step in the appointee’s career and the office
should not be held for too long by one person.

55. The head of the proposed State Services Commission, no matter
how competent, will not without assistance be able to fulfil all we
have in mind for him. He should be aided by two or three Deputy
‘State Services Commissioners who should also be men of ability and
experience, having status and salary comparable with the head of a
department. These three or four would provide an executive group
with the final decision remaining with- the Commissioner. As with
the Commissioner it is not essential that they be selected from the
State Services, and indeed we see benefit in some representation from
outside. One deputy could with advantage have a technical or pro-
fessional background, not only to interpret more effectively the
viewpoint of the growing numbers of professional and technical State
servants, but even more importantly to appreciate more readily the
‘impact of technological advances on the structure of the Services.
The appointment of each Deputy should be by the Governor-General
for a term, these terms being so arranged as to preserve continuity.
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56. The Commissioner and 'his deputies should be free to con-
centrate on general policy matters, and, by personal contact, to
gain an insight into the administrative problems of the various
departments. Specific and detailed duties should as far as possible be
left to Assistant Commissioners or divisional leaders operating at the
‘head of separate areas of activity.

57. The State Services Commission would be helped in its con-
sideration of problems, such as amalgamation, by the use of advisory
committees made up of senior State servants and leading private
citizens. Representation of the users of a service would be a distinct
advantage; for example, a farming representative on a committee
investigating agricultural problems in State departments. We should
like to see extensive use made of such committees.

58.1It is convenient here to make plain our views on the use of
private citizens in bodies advising the State Services. We know that
this is already being done, but we believe that the practice should be
encouraged and every opportunity taken to co-opt qualified private
citizens. This should not only enable committees to take a broader
‘approach, thereby improving the quality of advice given, but should
also allow more citizens to see for themselves how the State Services
work. It would indeed be of value even if the more extensive intro-
duction of “outsiders” into governmental committees did no more
than deepen the public’s understanding of the work done by the
State Services, and State servants’ appreciation of the public view-
point. By this means the present unfortunate lack of harmony between
some sections of the general public and the State Services mlght be
lessened.

(c) Delegating Detail

59. We have referred in passing to the mass of staffing detail which
now presses on the Public Service Commission. It is of first import-
ance that the State Services Commission should rid itself of much
of this detail by delegation to departments. True there has already
been some delegation in recent years, but the Public Service Com-
mission has not moved far enough and fast enough in this direction.
It seems to us to be a common feature of control authorities that,
though they may accept (even advocate) the principle of delegation,
they are at the same time overcautious in acting on that principle them-
selves. Hence they are swamped in detail, and are unable to find the
time or the staff to attend to more important matters. The need to
delegate will be further discussed in Chapters 5 and 6. Here we shall
mcrely stress that, while we contemplate certain case work still re-
maining with the State Services Commission, the Commission’s efforts
should be directed rather to control and review than to detailed
personnel administration. The need for this-redirection of energies
is indeed well established by the evidence. ' '
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(d) Defining Commission Responsibilities to the Public Service

60. We shall discuss here the nature of the State Services Com-
mission’s responsibilities towards departments within the Public Ser-
vice. In the next section we shall relate those responsibilities to the
departments now outside the Public Service Commission’s jurisdiction
(Post Office, Railways, Legislative), and to the Government agencies.

61. The State Services Commission should have nine broad re-
sponsibilities towards the Public Service departments. These can be
briefly (and by no means exhaustively) prescribed as:

(i) Reviewing continually the machinery of government (par-
ticularly in respect of allocation of functions, and coordina-
tion, among departments) and reporting and making
recommendations to the Prime Minister.

(ii) Ensuring by all practical means, including inspection of
departments and investigation of the work of public servants,
that proper standards of efficiency and economy are reached
and maintained in departments and, in particular, satisfy-
ing itself that Permanent Heads continually review their
departmental structure and that adequate machinery for
promoting proper standards of efficiency and economy is

+  operated within departments.

(iii) Assisting departments, by way of training, management ser-
vices, and otherwise, to maintain proper standards of
efficiency and economy.

(iv) Formulating personnel policy for the Government’s con-
sideration on such matters as recruitment, appointment,
classification, grading, promotions, training, discipline,
retirement, and salaries.

(v) Ensuring that Government policy and relevant legislation on
the matters mentioned in (iv) are carried out, in part by
acting as a central personnel authority and in part by
supervising the exercise of delegated powers.

(vi) Controlling establishments of staff.

(vii) Ensuring the provision of adequate office accommodation
and the maintenance of proper working conditions.
(viii) Reporting to the Prime Minister from time to time on the

general condition of the Public Service and, when necessary,
of particular departments.

(ix) Advising Cabinet and its committees on any matter affecting
- overall efficiency and economy.

(These responsibilities should not extend to non-civilian staff in
the Armed Service or Police Departments.) '
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62. Most of these matters arise for consideration more fully else-
where in this report, but the continual review of machinery of govern-
ment within the Public Service calls for some amplification here. The
evidence of experienced public servants stresses the need for strong
machinery designed to make effective reviews of the allocation of
functions, and of coordination, among departments. It is clear, more-
over, that the reviews must be continual, and that permanent
machinery is needed. Such machinery would more effectively ensure
that there is a proper allocation of functions, that activities no longer
necessary are discontinued, that duplication of activities is minimised,
and that patterns of responsibility are clear. This review machinery
should be located in the State Services Commission, and could use
advisory committees (par. 57) and employ “task forces” of investi-
gators to gather necessary material.

(e) Enlarging the Commission’s Area of Responsibility

63. We have discussed four of the five changes which we stated in
paragraph 45 were necessary to transform the present Commission.

64. We must now deal with the fifth —enlarging the Commis-
sion’s area of responsibility for efficiency and economy. In brief we
shall consider the Commission’s responsibility towards (i) the Post
Office, the Railways and the Legislative Departments, and (ii) other
agencies of the Executive. Government. Our approach is based on the
distinction we have made between the two responsibilities, for staff
administration, and for efficiency and economy, and on the supposi-
tion that much detail will be delegated.

65. (i) Post Office, Railways, and Legislative Departments: The
Public Service Commission has at present no responsibility for the
Post Office, the Railways, or the Legislative Departments. We believe
that the area of activity of the State Services Commission should
be enlarged to include certain defined responsibilities towards these
departments. Unless this is done, the State Services Commission will
not fulfill its proper role as the main control authority of the Govern-
ment in matters of overall efficiency and economy.

66. Staff Matters: There is no need for the State Services Com-
mission to be given any direct responsibility for, or duties in relation to,
staff policy and staff administration in these three departments, other
than through the State Services Coordinating Committee which we
shall discuss in the next paragraph. These departments should remain
free of central agency control in matters of recruitment, appointment,
promotion, discipline, and other matters relating to individual officers.
We are familiar with the circumstances which led to this autonomy
being granted and with the history of its operation. In view of its
history we are not prepared to recommend that it be reduced. Indeed,
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we should prefer to see a greater autonomy in staffing matters
progressively granted to other departments of State.

67. Nonetheless, it has become more and more obvious that there
must be reasonable coordination of the terms of service of all State
servants, no matter who employs them. There should be no major
differences in these matters among the staff of different departments.
We do not urge complete uniformity, for we realise the necessity for
some differences. But it is a hard fact that the interests of State
servants themselves and the interests of the Government suffer if
personnel policies are not reasonably coordinated. The present State
Services Coordinating Committee seeks to do this. It was set up in
1954 and consists of the Chairman of the Public Service Commission
and the Permanent Heads of Railways, Treasury, and the Post Office
and (where the teaching services are affected) Education. This
present organisation, though it has been reasonably successful, could
be placed on a more formal basis. It could be recognised as the
officials committee for the Cabinet Committee on Government Ad-
ministration, and the State Services Commissioner should be charged
with convening and servicing it, and reporting on its proceedings to
the Prime Minister.

68. This Committee cannot have executive power to fix higher
policy in personnel matters. Such policy decisions must ultimately be
made by the Government. But we envisage the Committee as a
strong organisation capable of assembling the views of the different
sections of the State Services, and of effectively advising the Govern-
ment on inter-Service personnel matters. It should be able to ensure
that the Government is supplied with all information necessary for
making proper decisions.

69. Efficiency and Economy: The functions of the State Services
Commission relating to efficiency and economy, unlike those relating
to staff matters, should embrace the whole of the State Services and
not merely part of them. They should therefore extend to the Post
Office, the Railways, and the Legislative Departments. At present
no body or person outside these departmental structures has the
duty of reviewing their general administration to ascertain whether
in fact they are operating efficiently and economically. The Audit
Office and the Treasury have control responsibilities but they do not
extend to a review of general administration. The Prime Minister can
obtain no objective appraisal of the general efficiency of these depart-
ments. This is unsatisfactory. All State departments should be subject
to some form of efficiency audit. The interests of the public and of the
departments themselves call for it. All three departments may be
administered efficiently and economically. Certainly we had no sub-
stantial body of evidence to the contrary. In respect of the Post
Office and the Railways Department, the management and those
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staff associations which made submissions expressed general satisfac-
tion with their departments’ administration. At any rate, no material
alteration was proposed by them. This does not weaken, indeed it
strengthens our conclusion. Where (as in the case of these two depart-
ments) an organisation is closed either by legislation or departmental
practice against entry from outside except in the lowest grades, and
where it shows little tendency towards self-criticism, there is all the
more need for some separate part of the machinery of government to
have the duty of reviewing, and, if necessary, reporting on its general
administrative efficiency.

70. It may be objected that such an external check is unnecessary
for the Post Office and the Railways Department, as these are
trading departments having the test of efficiency provided by the
profit and loss account, a test which many departments of State do
not have. But we do not accept this. Many of the most successful
trading organisations throughout the world value the assistance of
-independent efficiency audits. Moreover, these two departments,
although engaged in trading, have no competitors operating in New
Zealand conditions against whom their efficiency can reasonably be
measured. As the Plowden Report says (we shall refer in some detail
to this report later in this chapter) “the departments, like all large
State organisations, need the stimulus of criticism and examination
from outside, particularly where the criteria of performance are not
clear and measureable”. Though this comment was directed primarily
to the value of review by Parliamentary Committee, we consider
that it has a more general application and supports the case which
we have been advancing.

71. It would be for the State Services Commission itself, subject to
direction from the Government, to determine the extent, depth, and
frequency of its review. But we think that ordinarily it would not
need to go further than to ensure that the departmental structure is
sound, that the top administration is of proper quality, and that
adequate machinery for promoting efficiency and economy exists
within the department and is being used.

72. It should not be overlooked that the relationship which we pro-
pose would bring many advantages to the departments. Not the
least of these would be the ability to avail themselves of the Com-
mission’s facilities and techniques, especially in the fields of manage-
ment services and training.

73. We recommend, therefore, that the particular responsibilities
of the State Services Commission, listed in paragraph 61 above as
numbers (i), (i), (iii), (viii), and (ix), so far as they relate to
efficiency and economy but not to matters affecting individual officers,
should apply to the Post Office, the Railways, and the Legislative
Departments. Our reason for not applying number (vii) is explained
in Chapter 6.
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74. (ii) Commission Responsibilities to Agencies of the Executive
Government: We have also considered whether the State Services
Commission should have some responsibilities in respect of the
agencies of the Executive Government, especially in coordinating
terms of employment and ensuring efficiency and economy.

75. These agencies have, by deliberate legislative action, been
placed outside the State Services, given their own executive
boards, and made in varying degrees independent of Government
control authorities. No one urged us to recommend bringing any of
these agencies under more direct control of those authorities, and we
see no reason to do so. But some witnesses did contend that better co-
ordination of conditions of service, particularly salaries, should be
enforced between the State Services and Government agencies. Here
again we see no need for a recommendation. It has not been shown
that any unreasonable competition for staff exists as a result of the
freedom of control which Government agencies enjoy. If, in the
future, it is thought that conditions of service in those agencies should
be more closely coordinated with those ruling in the State Services,
the Government has the statutory power, in most cases at least, to
issue directions. If that power is not adequate, the Government can
take more specific powers, as it has done in the Broadcasting Cor-
poration Act passed in the last session of Parliament.

76. S0 far as efficiency and economy are concerned, the Govern-
ment will normally look to the Boards of the Government agencies to
ensure that adequate checks are conducted. But should it wish a
completely independent investigation, it will have at hand a State
Services Commission most competent to conduct one. The Com-
mission’s services in this respect should also be available to agencies on
their request.

Importance of Commission Functions

77. Table 6 summarises the scope of the responsibilities of the pro-
posed State Services Commission. We cannot overemphasise the
importance we attach to the recommendations which follow this part
of our report. The structure of the State Services and their efficient
and economical operation are unlikely to be improved unless a new and
stronger control organisation leads the way, and acts as a well
informed adviser to the Government on general administration and
machinery of government. The success of this organisation must
depend greatly on the support it receives from successive Governments.
Without strong support it can achieve little; with such support we
believe it will achieve much. This we take to be the lesson of past
failure. It is all too easy to blame the individuals when the funda-
mental causes of failure lie outside their control — in circumstance,
obsolete concepts, and inadequate legislation.
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Table 6

SCOPE OF THE RESPONSIBILITIES OF THE STATE
SERVICES COMMISSION

Responsibilities Public Post Railways | Legis- | Agencies
Service Office lative

1. Reviewing machinery of govern-
ment and reporting to Prime
Minister .. . .. 1 1 1 1

2. Ensuring by all practical means
that proper standards of efficiency
and economy are reached in de-
partments .. .. .. 2 2 2 2

3. Helping departments to maintain
proper standards. of efficiency and

economy .. .. .. 3 3 3 3 3%
4. Formulating personnel policies for

Government approval .. . 4
5. Ensuring that personnel policies and

legislation are applied in practice. . 5
6. Controlling staff establishments .. 6

7. Ensuring adequate office accommo-
dation and maintaining proper
working conditions .. 7

8. Reporting to the Prime Minister
from time to time on the general
condition of the State Services or
of particular departments .. 8 8 8 8 8t

9. Advising Cabinet and its com-
mittees on matters of overall effici-
ency and economy . .. 9 9 9 9 9t

*Responsibility in this case will extend merely to giving help when asked.
fTResponsibility in these cases will extend merely to making reports, or giving advice to the
Government or the Prime Minister if directed to do so.

RECOMMENDATIONS

We recommend that:

(6) The Public Service Commission be replaced by a State
Services Commission consisting of a State Services
Commissioner and two or more Deputy Commissioners
(some of whom could with advantage be drawn from
outside the State Services and from technical or pro-
fessional back-grounds) to be appointed by the Gover-
nor-General,. the Commissioner for an indefinite term
and each deputy for a stated term (par. 43-55).
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(7) Within the Commission, the right of final decision rest
in the State Services Commissioner (par. 53).

(8) The State Services Commission have wider responsi-
bilities than the Public Service Commission now has.
Those wider responsibilities are described in detail in
paragraphs 60 to 77, and are to include :

(a) A responsibility in the State Services Commis-
sioner to act as the chief adviser to the Govern-
ment on all matters bearing on the overall
efficiency and economy of the State Services;
and

(b) A responsibility in the Commission for reviewing

. and reporting to the Prime Minister on general
administrative efficiency and economy in the
State Services including the Post Office, the
Railways Department, the Legislative Depart-
ment, and such: Government agencies as it is
directed to investigate.

(9) The. State Services Commission be constituted a

~ Department of State responsible to the Prime Minister,
but that as the employing authority for the Public
Service it be given statutory independence in matters
relating to individual officers, such as appointments,
promotions (except those to permanent head positions),
transfers, grading, classification and discipline (par.
46-51). : :

(10) In salary and status the State Services Commissioner
be superior to any other State servant, his deputies to
have salary and status equal to those of a Permanent
Head (par. 54).

(11) Committees consisting of senior State servants and
leading citizens who are not State servants be used
whenever possible to advise the Commission on such
matters as allocation of functions, coordination among
departments and others referred to it by the Govern-
ment (par. 57-58). ’

THE AUDIT OFFICE

78. The evidence satisfies us that the impartiality and the authority
of the Controller and Auditor-General are widely accepted and that
the work of the Audit Office is creditably done. We see no need for
any change in his functions or activities. His main problem is to
retain enough trained staff. We deal with this matter in Chapter 6.
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79. We note in passing that the Controller and Auditor-General’s
only present responsibility towards the State Advances Corporation
is for the Housing Account which covers only State houses. The other
accounts of the Corporation are audited by private auditors. This is
the only department of State which is not audited wholly by the
Audit Office. On the other hand, the audits of Government agencies
(for example, the Reserve Bank and the National Airways Corpora-
tion) are almost entirely done by private auditors, and so the Control-
ler and Auditor-General has little or no responsibility for these
agencies.

80. We do not recommend that the Controller and Auditor-General
should have increased responsibilities for the State Advances Corpora-
tion or for the Government agencies, as we have no reason to believe
that their present audits are not adequate. We doubt, moreover,
whether the Audit Office has sufficient staff to undertake any quantity
of additional work. We think it proper, however, to draw attention to
the situation, and to suggest that Parliament would be further pro-
tected if the State Advances Corporation and the Government agencies
(or their auditors) were obliged to supply the Controller and Auditor-
General annually with a full copy of their audited accounts and of
the auditor’s report thereon. This would enable the Controller and
Auditor-General to include in his reports to Parliament such comments
as he might wish to make on those accounts.

THE TREASURY

81. The role of the Treasury as a control authority of the Govern-
ment is threefold. First, by virtue of the Public Revenues Act, it
controls the complex systems of accounting for public revenues,
expenditure, and stores. Second, it plays an important part in deter-
mining how public funds shall be spent. Third, the Secretary to the
Treasury is Financial Adviser to the Government. Though this last
strengthens Treasury as a control agency, it is not the source of
Treasury’s authority. We think it important to consider the purpose
of, and the source of authority for, financial control before assessing
its adequacy.

T he Purpose of Financial Control

82. Financial control goes far beyond ensuring that value is re-
ceived for money spent. This is important enough; but there are
even more important objectives —expertly appraising the public
financial resources; directing these resources towards. specific policy
goals such as education and roading; balancing competing claims;
planning and controlling to ensure that expenditure is contained
within the limits determined by the Government; and, finally,
coordinating public expenditure with the Government’s broad
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economic and social aims and with the economic development of the
country. These objectives cannot be achieved without effective control
machinery, of which Treasury is a vital part.

83. It must be noted that Treasury’s functions (unhke those of
the Public Service Commission) extend beyond the Public Service.
They embrace, for example, the Post Office, the Rallways Depart-
ment, the Armed Forces, and many Govemment agencies. We shall
deal with only those aspects of financial control which affect the
State Services as we have defined them.

The Source of Authority

84. In outlining Treasury’s function in the control of Govern-
ment expendlture and revenue, its Secretary quoted SlI' Ivor Jennings
as saying that: ,

Treasury control . . . rests only on the authority which the Chancellor
of the Exchequer wields in Cabinet. . . . Treasury control is nothing
more than the Chancellor’s control of finance. He himself, and
through him his officials, are subject to Cabinet. (Cabinet Govern-
ment.)

85. The Secretary to the Treasury considered that this observation
had equal application in New Zealand, but we are not wholly able
to Agree. In New Zealand, Treasury also derives authority directly
from Cabinet, which requires it to report on certain matters, and it
is conceivable that the Treasury view might not always be the view
of the Minister of Finance, even though Treasury’s report is made
through him.

86. Nevertheless, it is true that Treasury gains much of its con-
siderable influence from the standing of the Minister of Finance.
Because Ministers of Finance invariably (and necessarily) exercise
powerful authority in the Government, Treasury has become its pre-
eminent control department. But it is important to bear in mind
that it is Cabinet or the Minister, not Treasury, that makes the
decisions. Treasury is merely an adviser.

87. However, in a constitutional sense, Cabinet in turn derives its
financial powers from Parliament. Parliament’s control of the public
purse was the foundation of parliamentary democracy, and is still
its mainstay. It is still the source of control, though the machinery
by which that control is exercised has changed much in recent times.

T he Impact of Development

88. The task of controlling State expenditure has grown enormously
in the last 50 years. In 1911-12, the total expenditure appears to have
been about £12 million. It is now about £460 million. In 1911-12
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Government capital expenditure was about £2 million. In 1960-61
it was £76 million. When the fullest allowance has been made for
the reduced value of money, it is still apparent that the substance of
Government expenditure is many times greater than it was. (It is
interesting to note that the cost of administration as a percentage
of total Government expenditure has declined from 115 to 66 per
cent over the same period.)

89. Moreover, the area of State expenditure has widened, and
individual items have become much more complex. Fifty years ago
capital expenditure was largely concentrated on railways, roads, and
bridges. Laymen could fairly readily judge what the country was
getting for its money. Today, huge sums are spent on the develop-
ment of (for example) electrical, scientific, telecommunication, and
hospital installations —items the cost of which is well beyond the
layman’s ability to appraise.

90. Fifty years ago, Parliament itself was able to exercise direct
control over State expenditure. Every building, every bridge, each
stretch of highway or backblocks road was specified in the estimates
placed before the House, and no doubt many members could bring
personal knowledge of the various projects to bear in the ensuing
debate. Ministers could be expected to know the details of expendi-
ture within their departments.

91. As public expenditure has increased both in volume and com-
plexity, it has assumed even greater importance in its impact on the
economic welfare of the community. Governments are now con-
cerned not only with the allocation of State spending but also with
the impact of public finance on the level of economic activity and
on the availability of materials and manpower. Thus, the annual
budget has an importance today which was scarcely thought of 50
years ago.

92. Furthermore, the size of the projects which the Government
must now undertake is so great that they may take years to complete.
When, say, an airport or hydro-electric project is begun, contracts
must be let, and funds must be committed, for much longer than a
single year. For this reason, if for no other, annual budgeting is not
always adequate for planning and committing expenditure.

93. The constitutional responsibility for financial control still rests
on Parliament, but Parliament has been compelled to restrict its
direct control to a system of appropriation which does no more than
fix overall limitations and the general direction of expenditure. For
the rest, there has been by convention transfer of control to Cabinet,
and by specific delegation from Cabinet to Cabinet committees,
Ministers, and departments. Delegation has led in turn to a greater
need for, and a greater reliance on, control departments.
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94. The process of transfer and delegation of powers has been
much more rapid since 1939. Until then, Parliament was still able to
rely on itemisation of estimates, and on full Cabinet control. There
were few delegations from Cabinet. The Prime Minister and some
other Ministers had authority to spend up to £500 others to £250,
and some Permanent Heads to £100.

95. The estimates were simplified in 1939-40. Many items were
grouped in block sums (for example, Works projects) and in general
headings. This change has had far-reaching results. Inclusion of any
particular project in the estimates has come to involve no more
than tentative approval, and approval in principle. The principle is
reconsidered, and the detail and timing of the project determined
(in the light of fuller information and of any changes in conditions)
either by Cabinet itself, or by a subordinate authority exercising
delegated power. Whenever Cabinet reserves to itself the right to
approve a particular class of expenditure (for example, overseas
travel), or items exceeding a particular size, it requires a report from
Treasury. A Treasury report (or concurrence) must also be obtained
before certain powers delegated by Cabinet may be exercised.

T he Present Situation

96. To sum up, the enormous growth of public business and the
vastly increased pace of devclopment have combined to deprive
Parliament of the ability to /exerc1se its traditional control of finance.
The annual estimates themselves are both extensive and general.
The consideration which the Public Accounts Committee and the
House itself can give them is necessarily short and there are other
urgent and important matters competing for attention. Yet, the
Budget and estimates have become more important that ever; first,
because of their greater impact on the national economy, and,
second, because a comparatively small amount voted for a particular
project one year may virtually commit far larger amounts on that
project in succeeding years.

97. The same factors, constantly intensifying, place an increasing
burden on Cabinet. Cabinet’s first responsibility is to authorise the
amounts which go into the estimates, and in doing so it has to rely
heavily on the prior scrutiny and advice of its control departments —
principally the Treasury and the Ministry of Works. But since
Cabinet authorisation and parliamentary approval of the estimates
both amount only to approval in principle, much detailed investigat-
ing and authorising remain to be done.

98.It is impossible for Cabinet alone to do this. It has been
obliged, first, to delegate more financial authority —to Cabinet com-
mittees, to individual Ministers, and to Permanent Heads; and,
second, to rely more on the advice of its control departments,
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e,speaally Treasury. Thus the Minister of Finance is in many cases
given power to authorise larger expenditures than are other Ministers,
and the Secretary to the Treasury can often authorise larger amounts
than can other Permanent Heads. Moreover, Cabinet requires a
Treasury report before it will exercise any financial authority it may
have reserved to itself.

Delegation of Financial Authority

99. We have noted that, before 1939, Cabinet made few delega-
tions, and then only to a limit of £500. The extent of delegation has
since been frequently reviewed —in 1946, 1950, 1952, and 1961,
and is now considerable (Appendix 6).

100. The following examples illustrate the pattern of delegation in
respect of expenditure within approved estimates:

(a) There is no limit to a Minister’s or Permanent Head’s author—

ity for recurring expenditure calculated on an approved or

_established basis (for example, salaries, hospital subsidies,
education board grants).

(b) There is no limit to a Minister’s authority to meet depart-
mental operating costs such as office expenses, stores, rations.

B Permanent Heads have authorities ranging up to £10,000.

(c) For mechanical equipment and plant, where there is an
approved programme, Ministers have authorities ranging up
to £2,000. Where the expenditure is not covered by an
approved programme, the limits are much lower.

(d) For capital expenditure on works which are in progress and
are included in an approved works programme, Ministers
have unlimited authority, while some Permanent Heads (in-
cluding the Secretary to the Treasury) are limited to £10,000
and others to £5,000.

(e) For capital expenditure (other than works programme expen-
diture) which falls within a programme approved by Cabinet
(for example, land development), some Ministers have
authority up to £20,000, others to £50,000, and the Minister
of Finance, unlimited authority. Likewise, some Permanent
Heads have authority only to £2,000, while others (including
the Secretary to the Treasury) can go to £10,000.

(f) Overseas travel is very strictly controlled. With few exceptions,
Cabinet reserves to itself the authorisation of specific trips,
and requires details of each proposal to travel.

101. It will be observed that the higher limits attaching to either
the Minister of Finance or to Treasury indicate the reliance placed
on their supervision; and that higher limits are authorised where
programmes of expenditure have been previously approved.

3
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How Control is Exercised

102. We have noted Treasury’s threefold role as a control
authority. Witnesses paid little attention to its control of accounting
systems, or to the Secretary’s responsibilities as Financial Adviser to
the Government. Their attention was focused on the part played in
determining how public funds will be spent, and this is the role which
has most significance for our inquiry.

103.It is not intended to detail the methods by which this
financial control is exercised, but it is important to note that
Treasury applies control mainly at four points:

(a) In its reports to Cabinet (through the Minister of Finance)
on the financial and economic implications of new policy
proposals.

(b) In its scrutiny of programmes of capital expenditure based on
departmental proposals. (The principal programmes are works,
hospital works, defence, and equipment.)

(c) In its scrutiny of the annual estimates of expenditure, in con-
nection with which Treasury advises the Minister of Finance on
the allocations sought by the departments of State and other
agencies of Government.

#(d) In its reports to Cabinet (through the Minister of Finance)
on proposals from departments involving certain kinds of
expenditure even when that expenditure is covered by estimates
or programmes previously approved.

It should also be noted that control may be applied to a given
proposal at a number of different points: for example, when it is
first put forward as a new proposal ((a) above) ; when it is included
in the estimates ((c) above); and again in many cases when
authority is sought to spend the money ((d) above).

Criticisms
104. It will be obvious that Treasury exercises an important control
function and holds a position of great authority, even though its
influence is mainly exerted by report and recommendation, the
power of decision resting with Cabinet. It is not therefore surprising
that a number of witnesses (especially, but not only, from depart-
ments) paid close attention to this subject, and that many criticisms
emerged. These criticisms fall under six broad headings:
(a) Treasury exercises authority without having responsibility for
the success of the particular project affected :
(b) Treasury goes beyond financial and economic implications,
expressing views and making value judgments on matters in
which is has no competence :
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(c) A project may be subjected to repeated Treasury investigation
and report, necessitating much additional work in depart-
ments; and even after approval has been obtained in the
estimates, it may be abandoned or postponed as a result of an
adverse Treasury report:

(d) The limits imposed on the financial authorities delegated to
Permanent Heads are too low, and controls are too inflexible
for present needs:

(e) Delays are caused because Treasury is inadequately staffed, or
its investigation work is centralised, or some of its staff have
insufficient knowledge and experience :

(f) Planning ahead is not encouraged, and indeed is made harder
by the system.

105. We note that these criticisms were directed, not at the existence
of Treasury control, but at its operation. Indeed, the need for control
was generally accepted. Most Permanent Heads agreed that, while
their own function is to make (and, if necessary, to press) proposals
to implement the policies laid down by the Government for their
departments, the Treasury function is to help the Government to
allocate the limited funds available among the competing claims.

106. It was less generally appreciated that this function of Treasury
necessarily involves it in making value judgments. Cabinet itself has
to make value judgments in deciding among expenditures, and it is
entitled to expect from Treasury something more than an assurance
that a particular project will achieve its goal as economically as pos-
sible. It expects Treasury to indicate whether the goal itself warrants
the necessary expenditure when compared with many other desirable
goals, and when other relevant considerations (probably not within
the cognisance of the particular Minister or department concerned)
are taken into account.

107. We have no doubt that it is frustrating to departments (and
probably to Ministers) to find that projects which have been provided
for in the estimates and planned with great care and skill are first
delayed in the course of Treasury examination (possibly by a
comparatively junior officer), then deferred, and sometimes finally
abandoned — all on the basis of an adverse report made by someone
much less expert in the particular field. Nor do we doubt that
mistakes are sometimes made, with unfortunate results; that delays
sometimes result in eventually greater expenditure; that sometimes the
less worthwhile project is preferred to the better one. We have no rea-
son to believe, however, that such instances would be typical. On the
contrary, after examining many files (some of them concerned matters
brought to our attention, others were selected at random), we con-
sider that Treasury’s role is not only necessary, but beneficial.

3%
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108. We do not deny that there is room for improvement. However,
we see improvements coming from a greater appreciation of principles,
rather than from an attempt to correct marginal defects. The prin-
ciples which appear to be of most importance to our inquiry are:

(a) Responsibility for the control of expenditure should be en-
trusted, as far as possible, to those who have the responsibility
to achieve the goals of that expenditure.

(b) In determining whether expenditure is to be authorised, account
should be taken not only of the merits of the particular pro-
posal at the time it is made but also of its consequences for
other desirable avenues of expenditure now and in the future.

(c) Financial control stems from Parliament, and no change is an
improvement. which does not make parliamentary control
more effective. '

We deal now with the application of these principles.

Greater Delegation of Authority and Responsibility

109. There is need (and scope) for greater delegation to depart-
ments — that is, to Ministers and to Permanent Heads. But this is
not, simply a matter of raising present limits of financial authorities.
It is also necessary to ensure that Cabinet will be better rather than
worse served in its work of controlling expenditure. We have men-
tioned that the scope of delegation has often been reviewed since
1939. Such reviews have usually resulted in a greater measure of
delegation, but on the last occasion (1961) Cabinet was apparently

not satisfied that further delegations were desirable.

110. We have shown that the need to delegate financial control
has arisen as the task has grown too big, first for Parliament and then
for Cabinet. Is the task now entrusted to Treasury too big for it to
discharge promptly and effectively? We think that it is.

111. Delegation is not the only possible solution. Treasury could be
enlarged and strengthened. It could take more professional and
technical experts on to its staff. It would thus be better equipped. to
examine and evaluate a wide variety of projects, to do so promptly,
and to avoid the charge that it was acting outside its competence.
But we cannot believe that this would be a desirable, or even an
effective, approach. It would probably draw Treasury out of the
feld of control into the field of operations. Treasury experts would,
moreover, have to outrank the departmental experts. The likely out-
come would be for Treasury to become a “super-department” with
the other departments subordinated to it, and other Cabinet Ministers
subordinated to the Minister of Finance. :
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112. Such an approach is the antithesis of our conception that each
Minister, and, through him, each Permanent Head has the primary
responsibility for his department. We have explained this conception
in Chapter 2 in defining responsibility for efficiency and economy.
It can be applied equally to the control of expenditure. The role of a
central control authority is to do something departments cannot
do ~not what they can (and should) do.

113. Our conception of the role of departments is, we find, very
similar to that of a committee set up in Great Britain by the
Chancellor of the Exchequer to consider control of public expenditure.
The committee, with Lord Plowden as chairman, consisted of senior
Government officials and eminent persons from outside the Govern-
ment. Its report, made in June 1961, contained such observauons
as:.

The Department is itself responsible for the efficiency with which it

‘does its work: the Permanent Secretary, as Accounting Officer, is
responsible for the financial management. (Plowden Report, p. 13.)

and

it should be possible to find means . . . of ensuring that departmental
Ministers are enabled to discharge more effectively, in relation to the
totality of public expenditure, the collective responsibility which is
allied and complementary to the individual responsibility which ‘each
of them bears for the expenditure of his own Department. (ibid. p. 12.)

114. The British Treasury itself, in reporting to the Committee of
Public Accounts in 1951, and, agam to the Select Committee on
Estimates in 1958, said :

More 1mportant 1s the responsibility of the Accounting Officer for

securing “economy” in the widest sense, in the administration of his
Department . .

and again

 The validity of the doctrine that the Department itself, and not
the Treasury, must be primarily responsible for managine its own
affairs with efficiency and economy was accepted by the Pubhc
Accounts Committee in 1920 and has not since been questioned .

and again

the view came to be accepted that finance was inseparable from policy,
and that economy could only be secured by ensuring that the financial
aspects of a problem were considered along with and as an inherent
part of the management and policy aspects.

115. It seems-then that there are good precedents for the principle
of delegating to departments as much financial responsibility as they
can effectively discharge, remembering that it can only be effectively
discharged if “collective responsibility” for the “totality of public
expenditure” is given due attention. In evidence to us the Secretary
to the Treasury said that, while Treasury was considering recom-
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113

mending some extension of delegation of a minor character, “any
substantial delegation would need to be related to the basis of depart-
mental responsibility together with improved internal departmental
controls”, If increased delegation were given to departments, Treasury
“would like to see a greater degree of responsibility placed on
Permanent Heads in partnership with Treasury”.

116. This conception of departments exercising their financial
responsibility “in partnership” with Treasury was also reflected in
the Plowden Report, which stated (page 13):

The relationship between [the Departments on the one hand and
the Treasury on the other] should be one of joint working together
in a common enterprise: it should be considered not in terms of more
or less “independence” of Departments from “control” by the Treasury,
but rather in terms of getting the right balance and differentiation of
function.

117. The central problem is to ensure that departments acquire
such an understanding and appreciation of the Treasury “control”
function that, when authorising expenditure, they will deliberately
seek to apply such controls to themselves, and will develop within
themselves the capacity to do so. This may seem a counsel of perfec-
tion. It presupposes both a fully responsible attitude on the part of
the ‘Permanent Head, and a departmental administrative machine
designed to give effect to that sense of responsibility. These are not
beyond reach, provided that conscientious and continual efforts are
made to achieve them. We suggest some ways in which this can be
done.

118. New Zealand differs from Britain in that the British Treasury
has duties which, here, are vested in the Public Service Commission.
No doubt the British Treasury quite naturally uses its “personnel”
function to complement its “financial” function. In New Zealand,
the proposed State Services Commission will undoubtedly have a
part to play in promoting improved financial control. We suggest
that the State Services Commission should:

(a) Gooperate with Treasury to ascertain where financial control
needs strengthening, so that the Commission can place more
experienced officers where they are needed.

(b) Ensure that training, particularly of administrators and
potential administrators, includes training for financial control.

(c) By agreement, second to Treasury selected officers who are (or
are likely to be) concerned at a responsible level with the
financial management of their own department.

(d) Study the effect on efficiency of limitations of financial
authority, and discuss these limits with Treasury where they
appear an unnecessary impediment.
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119. Treasury itself has a duty to help departments to become
more responsible in financial matters. We were told that in addition
to its contact with departments on annual estimates and financial
programmes, Treasury submits each year almost 2,000 reports to the
Minister of Finance on departmental proposals for expenditure. It
must thus obtain an unrivalled knowledge of the strengths and
weaknesses of departments in this field. This knowledge should be
put to constructive use. Treasury should therefore:

(a) Pay particular attention to any weaknesses in the administra-
tion of financial control within departments, as reflected for
instance in such financial submissions as it may have occasion
to examine. In addition to commenting on the substance of
such submissions, Treasury has a duty to help the department
to correct the underlying administrative weaknesses.

(b) Point out (when this is warranted) to the State Services Com-
mission any such administrative weaknesses in departments.
We have no doubt that a suitable procedure can be worked
out by the two control Departments.

(c) Take particular care that the policy objectives and problems
of the departments are understood by Treasury officers who
deal with the financial submissions of those departments. It
may be desirable to second Treasury officers to some of the
larger departments for wider experience.

(d) From time to time review financial authorities both generally
and in relation to particular departments. We consider that
delegations should be related to the fitness of the department
to discharge financial responsibility, as well as to other factors.

120. It was suggested that New Zealand might adopt the British
practice whereby the Principal Finance Officer of a department (not
to be confused with the Accounting Officer, who is the Permanent
Head) is appointed only with Treasury sanction. Such an officer
would in many cases have received some Treasury training. This
officer’s responsibilities were described to us as serving as a link with
Treasury ; examining all new expenditure proposals; reviewing depart-
mental estimates; watching for over-runs; and drawing his Per-
manent Head’s attention to developments before they become serious.

121. This arrangement has obvious advantages. By strengthening
the machinery for financial control within a department, it reduces
the need for close Treasury control over its expenditure decisions
within approved estimates or programmes, and by allowing Treasury
to assist in training and in appointing the Principal Finance Officer,
it increases Treasury’s confidence in the department’s capacity to
make such decisions in a responsible way. The British practice is
consistent with the approach we favour. However, to copy it in detail
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in New Zealand may well be impracticable, especially in smaller
departments where the appointment of a Finance Officer, distinct
from the departmental accountant, may not be warranted. More-
over, while Treasury’s views should be sought when appointing a
Finance Officer, it should neither make the choice, nor have a power
of veto. The aim must nevertheless be to improve the machinery for
financial control within departments, and thereby so to increase
Treasury’s confidence that it will be prepared to recommend greater
delegation of financial authority. This is indeed the essence of our
intention.

122. If (or when) the circumstances justify increased delegation,
that delegation will obviously confer authority to spend money only
in accordance with estimates or programmes already approved. We
have not considered what precise classes of expenditure should be
affected, or by how much, but we offer some suggestions about
the principles which might guide further delegation, namely :

(a) The condition for delegation must, as already stated, be
adequate financial responsibility in the department.

(b) Due attention should be paid to administrative efficiency, and
controls which hamper this should be relaxed wherever
possible.

(t) For suitable types of expenditure, delegations be extended, and
present controls be replaced by occasional Treasury investi-
gation of departmental proposals to check that departments are
administering their financial authorities as they should.

(d) Permission to authorise expenditures be so granted that there
is an incentive to economy. '

(e) Delegation of financial authority within departments be en-

‘ couraged by so decentralising Treasury’s activities as to enable
departmental branch officers to work when possible with
Treasury branch officers.

- 123. We consider, too, that senior departmental officers should
have opportunities for discussing with Treasury, and with the State
Services Commission, the operation of financial control. We suggest
that the Commission should convene conferences at which a number
of departmental officers could raise questions and debate the Treasury
practice. Equally, the departments would then expect their own
shortcomings to be debated. The Ministry of Works could well take
part as an associated control agency. It is no doubt true that depart-
ments have other opportunities of expressing their views, but we are
sure that the type of conference which we envisage would lead to
better understanding and more effective coordination. We believe,
indeed, that had such conferences been customary, many of the
complaints we heard about Treasury control need never have been
brought to us.
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124. In concluding this section we emphasise that improved co-
operation between Treasury and the departments will itself, independ-
ently of further delegation, be a contribution to better financial
control, and thus to the efficiency of the State Services.

The Programming of Expenditure

125. Parliament’s traditional method of exercising financial control
is to authorise or vote expenditure each year on the basis of requests
(estimates) placed before it. This method ensured that Parliament
did in fact control the Government, which could not carry on unless
funds were voted to it. We have discussed some changes which have
come about in the machinery of control; but the control itself is still
founded on the annual vote, or approval of the estimates.

126. We have also mentioned that Government expenditure now
involves commitments for much longer periods than a year. Such
items indeed comprise much of the Government’s capital expenditure.
But, even if this was not the case, and if it was possible to complete
every project within a year, it would still be true that, while the
system of annual estimates and votes may be an admirable basis for
the control of expenditure, it is a crude basis for planning expenditure.

127. Government expenditure, especially (but not only) capital
expenditure, must be planned. It is necessary for departments to look
ahead not one or two years, but five, ten, and sometimes more. Plan-
ning is seriously hindered, and opportunism strongly encouraged, when
there is no reasonable assurance that plans can be carried out. We
believe that planning in expenditure promotes efficiency and economy,
and that opportunism tends to inefficiency and waste, since uncertainty
about the amount of money forthcoming for specific purposes encour-
ages a piecemeal approach. Thus, what is done one year may well
embarrass what has to be done later.

128. Many departments stressed the disadvantages of annual
budgeting. We believe that these disadvantages encourage the leaning
towards corporation rather than departmental control of certain
types of Government activity although such a change does not neces-
sarily remove the disadvantage (par. 192 below). The creation of a
National Roads Fund, into which certain revenues are paid, to-be
spent by the National Roads Board without specific appropriation of
Parliament, is undoubtedly the most significant break from the
traditional method of control. We do not advocate that this precedent
be followed, for we think that programming can establish an efficient
basis for planned expenditure without abandoning the traditional
basis of parliamentary control.

129. Though the use of expenditure programmes has, since the
last war, become established practice in New Zealand, it is generally
confined to capital expenditure. The main programmes are works,
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hospital works, defence, and equipment. The works programme is an
amalgam of a number of programmes covering for example, Govern-
ment housing construction, education buildings, public buildings,
electricity development, railways and telegraph works, land develop-
ment, and defence construction.

130. We are convinced that the technique of programming needs
to be extended and developed. For instance, we found that there had
been no comprehensive survey of the need for Government office
buildings (Ch. 6/452). It seems to us that a programme which is not
based on such a comprehensive survey is seriously defective.

131. We are also convinced that the technique of programming
can be used for expenditure other than that on capital works. The
maintenance of works and buildings seems an obvious example. It
would be especially valuable too for such payments as social security
benefits since it would give a basis for gauging the cost of new policies
and proposals.

132. Our comments are not necessarily critical of Treasury itself.
Although it must take the main responsibility for the development
of programming, it may have progressed comparatively well in this
direction. The same problems are being faced in other countries. In
Britain, in 1958, the Select Committee on Estimates expressed
anxiety about:

the natural tendency, within the present system of Estimates and

Accounts, to concentrate too much attention on the policy and

expenditure proposals for the coming financial year with too little

regard to'the commitments and consequences for future years.
The committee referred to the “forward looks” or forecasts for three
years ahead which were used for defence expenditure, and expressed
disappointment that there seemed to be little parallel effort in civil
activities.

133. The Plowden Committee has now recommended, after two
years’ investigation of the control of public expenditure, that:

(A) Regular surveys should be made of public expenditure as a
whole, over a period of years ahead, and in relation to prospective
resources; decisions involving substantial future expenditure should be
taken in the light of these surveys.

(B) There should be the greatest practicable stability of decisions
on public expenditure when taken, so that long-term economy and
efficiency throughout the public sector have the best possible oppor-
tunity to develop. (Report p. 7.)

134. These views set out some of our own conclusions. We choose
to offer them in the language of the Plowden Committee, for three
reasons. The Plowden Committee made a more extensive investigation
into this subject; it included senior officials from Treasury and other
“departments ; and it shows that New Zealand is not alone in experienc-
ing the need for considerable intensification of the technique of
programming.
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135. We have said that Treasury is, in the main, responsible for
the developing of programming. But the departments will have the
first responsibility for making the surveys on which their own pro-
grammes are to be based, and for preparing the programmes. We
have no doubt that much of the necessary survey data is already
collected by departments, but much more than this remains to be
done.

136. The development of the programming technique will obviously
take time and study, and the Statistics Department, as well as
Treasury, should be able to help departments with valuable advice.
It will be necessary for instance not only to survey all the needs, and
to plan how those needs can best be met, but also to forecast what
funds will be available, and then to balance the various needs
against one another in the light of such forecasts.

137. It is not sufficient to assume that as needs grow, revenue will
grow. Some needs will grow at different rates at different times, and
may be entirely out of step with the general economic growth. For
example, the growth in the need for primary schools, and later for
secondary schools, was related to the birth rate at a particular time,
and was not related to economic growth. These needs had to be
provided for, and are having to be provided for, presumably at the
expense of other needs.

138. Moreover, however good the economic forecasting may be-
come, it will never be so accurate as to ensure a completely stable
expenditure. There will always be a margin of error. This suggests to
us that the necessary variations in programmes should be made in
selected areas of expenditure in which such variations are both more
tolerable and more readily made than in others.

139. We stress these matters, not by way of instruction to those on
whom the responsibility for these measures will fall, but to show that
a great deal of thought and work will be necessary, and that many
problems will have to be overcome before the Government will be
able to base its decisions on public expenditure on fully reliable
forecasts and programmes. We offer no blueprint for this develop-
ment, and, indeed, the Plowden Committee was able to make only
generalised recommendations. But we insist that the development is
urgently needed and can be achieved.

Post-expenditure Review by Parliament

140. We have noted that a number of factors have combined to
reduce the effectiveness of parliamentary control by estimates and
votes. Expenditure is being increasingly based on programmes which
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go well beyond those estimates ; and delegations of financial authority
are being further and further extended. It is appropriate therefore to
seek for ways whereby the authority of Parliament may be main-
tained, particularly when these contribute to the efficiency and
economy of the State Services.

141. It was suggested that New Zealand might well adopt the
British device of a Select Committee (known as the Public Accounts
Committee) which sits in the parliamentary recess to examine critic-
ally and in detail the previous year’s operations of State departments.
A number are selected each year, and are subjected to exhaustive
examination. (There is also in Britain a Select Committee on Esti-
mates, which corresponds more nearly to the New Zealand Public
Accounts Committee. )

142. This, of course, could not recover money wastefully spent in
the past, but it could (and should), if wasteful expenditure were
found, compel such improvements as would tend to prevent a
recurrence. Although only a selection of departrnents could be re-
viewed in any one year, the knowledge that such a review might take
place would help to ensure higher standards of responsibility. '

143. A post-expenditure review has the important advantage that
it cah be carried out when Parliament is in recess; whereas, in New
Zealand, the Public Accounts Committee has to complete its work
in a very limited period, while Parliament is sitting and committee
members have other urgent claims on their time.

144. There would seem to be other benefits apart fr'omv those of
ensuring higher standards of responsibility :

(a) Greater attention could be paid to expenditure on contmumg
items, which now tend to be neglected.

" (b) The existence of such a review would increase the ]ustlﬁcatlon
for greater delegation to individual Ministers and Permanent
Heads.

(c) The operation of such a review would help to reveal those
areas where greater delegation would be proper, and those

" ‘areas where closer Treasury supervision was necessary.

(d) Members of Parliament would be brought into closer and
mutually beneficial touch with departmental officials, and
would gain a better insight into the work of the State Services.

145. We understand that this proposal, which was put forward
in the Auditor-General’s report to Parliament for 1961 (B. 1 [Pt. II]
pages 6-8) is being examined by a Select Committee of Parliament.
It may, however, be helpful to record our view that its adoption
would tend to improve the machinery of government, and would
agree well with the other recommendations which we have made.
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"RECOMMENDATIONS

We recommend that :

(12) Consideration be given to further delegation of
financial authority to Ministers and Permanent Heads
(par. 109-124), such further delegation to be based

" on the principles stated in paragraph 122.

(13) The ability of departments to exercise adequate con-
trol of financial expenditure be fostered and improved
along the lines suggested in paragraphs 118-124.

(14) Every effort be made by Treasury and by departments
to develop and extend the techniques of programming
expenditure on the basis of surveys or forecasts both
of the anticipated needs for such expenditure, and of
the prospective resources (par. 125-139).

(15) Consideration be given to providing for post-
expenditure review of the financial operations of

~ departments by a Select Committee of Parliament,
to -strengthen Parliament’s control of finance and
to ensure higher standards of financial responsibility.
_in departments (par. 140-145).

THE MINISTRY OF WORKS

146 As is the case with both the Public Service Commission and
the Treasury, the Ministry of Works has several control functions,
each in principle distinct, but complementing the others, and tending
in practice to overlap and to become confused. At the same time the
Ministry of Works, unlike the other two authorities, is a very large
operational department, the activities of which fall properly within
the subject-matter of Chapter 4 below, and are dealt with there.
However, they tend to intrude on the control functions. They will
therefore be discussed here as far as is necessary. The Ministry’s
evidence did not distinguish the two sets of functions, and indeed
left the impression that they were regarded as indistinguishable.

147. The Ministry appears to derive its general powers. of control
from the following legislation :

(a) Public Works Act 1928,5.7 (1):

The Minister [of Works] shall as soon as conveniently may be
after the opening of each session lay before Parliament full and
detailed estimates of the expenditure proposed to be made upon -
all Government works during the financial year; and no such
works shall be undertaken unless Parliament appropriates money
for the execution thereof. ...



78 CHAPTER 3

(b) Ministry of Works Act 1943,5.2 (2):

The Minister shall be charged with the administration of the
principal Act and with the execution of all Government works. . . .

(c) Ministry of Works Act 1943,5.3 (1):

There may from time to time be appointed a Commissioner of
Works . . . who shall advise and assist the Minister in the
exercise of his functions and shall exercise and perform such other
E)owers, duties, and functions as may be conferred or imposed on
him].

148. The then Commissioner of Works stated in evidence before
us that “under the provisions of the Ministry of Works Act 1943
the functions of the Ministry of Works have been prescribed by
Government”. Of those prescribed functions the following are relevant
to this part of our inquiry:

(a) Supervision of State Works:

To make or arrange a thorough investigation from the general
planning, economic, engineering, architectural and other relevant
aspects of all proposed schemes of construction involving expendi-

; ture of State funds, and in respect of such other proposals as the
the Minister may require from time to time.

(b) Coordination of State Works:

To organise and promote the undertaking of all works approved
by Cabinet and to coordinate the activities of State Departments
in the construction field, and where necessary of other bodies in
carrying approved schemes into effect.

(c) Priorities of State Works:

To recommend the order of priority in which State works should
be carried out, having regard to the available resources.

149. We are given to understand that the functions which the
then Commissioner stated had been “prescribed by Government”
were in fact laid down for the Ministry by the Minister of Works in
1944, presumably under section 3 (1) of the Ministry of Works
Act 1943. It must be assumed that Governments since then -have
accepted these as being the functions of the Ministry.

Priorities of State Works

150. We take the primary control function of the Ministry to be
that of recommending the order of priority in which State works
should be carried out, having regard to resources available. We have
already seen that Treasury is responsible for advising on priorities of
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|
State expenditt\)ﬁre. It must be assumed that the responsibility of the
Ministry of Works is distinct from that of Treasury. We proceed,
therefore, on the|basis that:

(a) Treasury’s function is to advise the Government on the financial
implications of proposals, and on the general priorities of
different kinds of expenditure.

(b) The Ministry’s function is to advise the Government on the
implications of works proposals taking into account such re-
sources as labour and materials, and on the priorities indicated
by such implications.

151. Several points need elaboration. First, the Ministry must
advise the Government, so that it may so control the programme of
works that resources are not over- or under-committed. The final
decision on this matter rests with Cabinet, which can also decide how
much advice is needed from the Ministry or any other control
authority.

152. Second, State works are not alone in making demands on
national resources: the State competes with local authorities and
industry. The Ministry’s advice would therefore be incomplete if it
could not at least estimate these other demands. When resources are
limited, Cabinet’s control of State works would obviously be impaired
if there were no way of controlling the demand from local authorities
and industry. When controls are imposed —as through the Local
Authorities Loans Board, Capital Issues Committee, and the like —
the Ministry of Works is given the further task of advising the control
body concerned. :

153. Third, labour resources must be assessed having regard to the
particular skills needed (engineering, designing, architectural, draught-
ing, trades) and to the particular location of the proposed works.
The assessment of material resources must take account of the source
of materials, especially what demands will be made on overseas funds.
A further responsibility may arise from these matters — that of advis-
ing changes in programmes or projects to make use of the resources
most readily available (for example by adopting a different kind of
construction). :

154. We are satisfied of the necessity and importance of this func-
tion of advising on the priorities of State works having regard to
available resources. Nor did any witness dispute this matter. We are
also satisfied that the function can only be carried out by a department
which has competent professional and technical staff. But it is not
so clear whether the control department should necessarily carry
out extensive operational activities engaging professional and technical
staff who will thus be available for control duties. There are obvious
advantages in this arrangement, but there are also objections and
we shall discuss the problem later.
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155. We have assumed that the priority-advising function of the
Ministry is distinct from that of the Treasury. Nevertheless, they are
obviously closely related, and must be closely coordinated, as indeed
they are. The Secretary to the Treasury said that an excellent liaison
between the Ministry of Works and Treasury had been built up.

156. The priority-advising function is carried out mainly through
the preparation of the works programmes referred to in paragraph
129 above. We had evidence (principally from Treasury) showing
in considerable detail the procedures adopted in planning these
programmes. It is only necessary to say here that :

(a) Investigation by Treasury and Ministry of Works and approval
by the Cabinet Works Committee are necessary before a
department can have a project placed on the works programme.
This, the first step only, indicates that the general desirability
of the project is accepted; that it is placed tentatively in an
order of priority; and that further steps (such as the acquisition
of land, or the drawing up of more detailed plans) may
proceed, or should be deferred for a stated time.

(b) Towards the end of each calendar year, the Ministry of Works
and Treasury assess the works expenditure which can reasonably
be made during the coming financial year. A joint submission

, is made to the Cabinet Works Committee, which determines
the overall limits of what is known as the Annual Works
Programme,

(c) On the basis of this, departments are advised of their alloca-
tion. They state their particular needs for the year (which
are expected to fit into their allocation), and these are
examined by Ministry of Works and Treasury, and discussed
with departments. Detailed programmes are then submitted to
the Government for approval.

(d) On the basis of the Government’s decision on these detailed
departmental programmes, the estimates of expenditure are
prepared. Financial controls then come into play (par. 103)
with the Ministry of Works acting as the technical adviser
to Treasury on these, but at the same time exercising its
own further control function of supervision.

157. This is a broad summary of priority control by works pro-
grammes.* There are variations for different kinds of works. For
instance, on hospital programmes a hospital works committee, repre-
senting the Treasury, the Ministry of Works, and the Health Depart-
ment, reviews hospital building projects and acts as a statutory
advisory committee to the Minister of Health.

*A fuller description of the procedures is found in Polaschek, Government
Administration in New Zealand pp. 260-270, 226-227.

|
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158. The system of determining works priorities appears in general
to be effective and well coordinated. Nevertheless, we heard the
following criticisms :

(a) Delays take place owing to the Ministry’s inability to carry

out the necessary investigations promptly.

(b) The investigations are more detailed than is necessary.

(c) Priority control should not be exercised by a department
that is putting forward plans which it has itself prepared
and for which it is seeking priority.

(d) Forward planning is inadequately encouraged or provided for.

159. We shall discuss these criticisms after dealing with the Minis-
try’s other control functions, to which they are also relevant. It is
enough to mention now that the pattern of criticism is broadly similar
to that made about two other control departments—the Public
Service Commission and Treasury.

The Supervision of State Works

160. The Ministry is required “to make or arrange a thorough
investigation . . . of all proposed schemes of construction involving
expenditure of State funds . . .” (par. 148). It is apparent that
the Ministry must investigate all proposed schemes to determine
priorities; but for that purpose, the investigation needs to be only
“thorough” enough to determine its implications for material and
labour resources. The Ministry is not (or at least we think it should
not be) concerned with the intrinsic merits of a proposal (for instance,
whether a prison is needed) except where it is given departmental
responsibility, as distinct from a control responsibility, as it is with
hydro-electric works. One control authority, the Treasury, is enough
for that purpose.

161. It is also apparent that the Government needs to be assured
that any proposed construction is economical and is technically
sound. For many State works the Ministry itself undertakes on behalf
‘of the department concerned the designing, planning, and sometimes
the construction. The Ministry’s responsibility is, in that case, that of
doing these jobs well, and not of investigating them —that is, an
operational, not a control responsibility.

162. It follows that the function of supervision or investigation
(apart from its relevance to priority determination) must be intended
to relate to works designed, planned, or built by someone other than
the Ministry. As it must be assumed that the planning and designing
will be done, and the building supervised, by qualified engineers and
architects, the question arises as to how thorough the Mmlstly s

.investigation need be.
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163. We think it important that this question be clarified. If the
Ministry is directed to make (or arrange) a thorough investigation,
then we must assume that it will do so, even though the work to be
investigated is in the hands of competent people. Thus valuable and
scarce labour may be expended on needless investigation while
urgently needed designing and planning for the Ministry’s other com-
mitments are delayed. We cannot be sure that this takes place, but
there was evidence suggesting that it might.

164. In assessing what ought to be the Ministry’s function in
such cases, it is pertinent to consider a similar situation in private
industry. A commercial or industrial concern needing a new
factory or office would consult directly with engineers or architects,
who would design and plan the structure, call tenders, and supervise
the construction. A State department, in our opinion, is no less com-
petent than a commercial company to carry through such consulta-
tions. Some, such as the Post Office, are indeed better situated as they
have professional or technical staff who are qualified to assist in
these matters.

165. The Government’s need to be assured that construction is
economical and technically sound can be protected if the Ministry
of Works lays down standards, ensures that State construction is
placed only in the hands of competent and reliable consultants and
contractors, and takes adequate account of their professional com-
petence and reliability when examining the projects and costs involved.
The evidence given to us by the Director of Roading indicated that
this is the attitude taken by the National Roads Board and by the
Roading Division of the Ministry of Works in their dealings with
local authorities.

166. We conclude that this particular function of the Ministry
of Works should be re-examined to make certain that it properly
meets the Government’s requirements. It would, we think, be con-
sistent with the views which we express elsewhere about the responsi-
bilities of control authorities and of departments respectively if the
Ministry were required ‘merely to ensure that the construction of
State works is economical and technically sound, and were given
power to make any necessary investigations.

T he Coordination of State Works

167. The Ministry is required “to coordinate the activities of
State departments in the construction field” (par. 148). This co-
ordination is achieved, to some degree, by the exercise of the two
functions which we have already discussed. However, there is need
for some further coordination than that which is brought about in
the course of determining priorities or ensuring economical and
technically sound construction. For example, in considering one
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department’s proposals it is necessary to consider implications for
other departments. The Ministry is in a better position to appreciate
these implications than is the proponent department.

168. The Ministry’s ability to act in this way as a coordinator
derives from its technical resources, from its knowledge of the plans
of all departments, and from its own activities in town and country
planning. It is helped both by its structure, with the various divisions
(civil engineering, housing, architectural) coming together not only
under the Commissioner of Works but under District Commissioners,
and by its membership of a host of inter-departmental committees.

CONCLUSIONS

169. Restricting the Ministry’s function of supervising State works
to what we think are the actual needs, would, to the extent that
supervision has in the past involved unnecessarily detailed investiga-
tion, allow the Ministry to concentrate more attention on other work.
Thus, the first two criticisms (par. 158) would be partly met.

170. We recognise that there is substance in the third criticism — that
the Ministry’s priority-control responsibility is inconsistent with its
specific responsibility for projects for which it seeks priority. Indeed,
discussing Treasury (par. 111-112), we were opposed to an approach
which would confuse operational responsibilities with those of control.

171. Nevertheless it is possible that a relatively small department
would not be effective as a control authority in the construction field.
For its control work, such an authority needs the services of profes-
sional and technical experts of many kinds, but it may find it difficult
to keep them fully employed on this work. The position might be
otherwise if the scale of operations needing to be controlled were much
greater than it is at present in New Zealand. Another factor is that
the supervision of construction includes field work as well as office
work. For these reasons, a department which for other purposes
employs throughout New Zealand large numbers of the kinds of
staff required is far better equipped to carry out the responsibilities
of control over construction. It seems to us therefore that, in the
light of the present scale of constructional operations in New Zealand,
the balance of advantage lies in leaving both control and operational
functions in the one Department. That is not to say, however, that
the Ministry of Works should continue to carry out all of its present
operational functions to the same extent as it does now. We deal with
this aspect in Chapter 4. :

172. There are disadvantages which are inherent in combining
control and operational functions in one organisation and these
remain to be dealt with. There is a danger that in the allocation of
priorities the needs of other departments will be subordinated to the
Ministry’s own needs. There is a danger that staff will be employed
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on the Ministry’s projects when they should be investigating the
proposals put forward by other departments. There is a danger that,
in recommending priorities, the Ministry will have more regard to
its own resources than to the national resources. There is a danger
that its construction duties will be used as a control, so that a client
department, instead of being master, finds itself dictated to—a
possibility only if the Ministry is in the position to say that no
one else shall carry out a department’s designing and building.

173. We are not convinced that these are more than potential
dangers. But they should be guarded against. The State Services
Commission can help ensure that departments (and therefore the
efficiency of the State Services) do not suffer from any misuse of the
Ministry’s various control functions. The State Services Commission
might well adopt for the Ministry the practice which we suggested
in respect of the Treasury (par. 123), that is, convening conferences
to discuss matters relating to the operation of its controls.

174. We have fully discussed the fourth criticism, the lack of pro-
vision for planning, in connection with financial controls (par.
125-139). We need only add that the Ministry of Works will
necessarily have a major part to play in developing and extending
the techniques of programming expenditure.

¢

RECOMMENDATIONS

We recommend that:

(16) The role of the Ministry of Works as a control depart-
ment be re-examined to ensure that it is in accordance
with the Government’s requirements.

(17) In this examination, particular attention be given to:

(a) Distinguishing the Ministry’s responsibility to
advise on the priorities of State works having regard
to the available resources, from the general responsi-
bility of the Treasury to advise on priorities of State
expenditure (par. 150-159).

- (b) Defining more clearly the Ministry’s responsi-

* bility for investigating proposed schemes of construc-

tion so that due regard may be paid to the proper

purposes of such investigation; to the professional com-

petence and reliability of consultants and contractors;

and to the degree of confidence which can and should
be reposed in departments (par. 160-168).

(18) The State Services Commission ensure that controls
imposed in respect of State works are not operated to
the detriment of efficiency in the State Services (par.

173).
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THE DEPARTMENTS OF STATE

175. The prime responsibility of a department is to carry out
efficiently those duties which are imposed by statute or by the
instructions of the Government. As we have noted, economic and
social developments have thrown many new responsibilities on
departments, and have considerably inflated the volume of services
required of them.

Permanent Heads

176. A number of Permanent Heads who appeared before us
complained that the work of their departments was hindered by what
they regarded as the unnecessarily detailed and inflexible require-
ments of the main' control authorities — the Public Service Commis-
sion, the Treasury, the Ministry of Works. It was obvious that many
Permanent Heads felt irritated and frustrated by the time and energy
taken in meeting those requlrements Some contended that, in
particular, the procedures for gaining Commission or Treasury
support for any new proposal were unduly onerous and led to mis-
understanding, frustration, and compromise. We are concerned lest
the onerous detail of these procedures might tempt a Permanent
Head to eschew change.

177. One Permanent Head described his frustration in these words:

If the Permanent Head in the interests of efficiency wants
to get even the lowest of his employees a rise in pay he needs the
approval of ‘the Public Service Commission. If he wants to obtain
a fountain pen for his own use, or the use of a member of his staff,
he ‘needs the approval of the Government Printer. If he wants to
advertise ' in the newspapers for basic grade staff he needs the prior
-approval of the Public Service Commission. If he wants to purchase
an item of office equipment or an article of furniture, in excess of
£10 in cost and not covered by a specific Stores Board contract, he
must forward a requisition to the Purchasing Officer, Mlmstry of
- Works, who will tell him what make of article etc. he may buy, what
he is to .pay for it, and from whom he is to buy it. If he wishes to
purchase’ virtually any type of office mechanical equipment, apart
from "the “run of the mill” types and those costing under £15,
he must obtain the sanction of Treasury. Once having obtained the
sanction of Ministry of Works (office fittings, furniture etc.) or the
approval of Treasury (office mechanical equipment) he must then
obtain his Minister’s concurrence to spending more than £100 on
office funiture or £500 on mechanical office appliances. If he requires
an extra copy of the Public Service Official Circular for any purpose
he must write to the Public Service Commission who will then, if
convinced .of the necessity for the extra circular, arrange with the
Government Printer for its issue.

178. State servants must accept the act1v1t1es of control authorities
as’ ‘inevitable. Governments cannot control their administrative
machine except by these means (Ch. 2/91). The possibility of in-
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efficiency, over-zealousness and a tendency to ‘“‘empire-build” is
always present. It must be combated. But granted that controls are
necessary, so is forceful and efficient administration by Permanent
Heads.

179. How then should these necessary controls be applied? We
have already recommended that a State Services Commission should
delegate more of the detail of personnel administration to Permanent
Heads. We should hope, in time, to see the larger Public Service
departments gradually gaining an autonomy in staff matters approach-
ing, if not equalling, that now held by the Post Office and the
Railways Department. We have also recommended (par. 119-122)
that, wherever possible, financial control should be strengthened
within departments rather than applied directly by Treasury. In
these and other ways, we should like to see developed a form of control
lighter than the present; a control which, by relying on periodical
checks to ensure that efficiency and economy are maintained, encour-
ages initiative at senior levels and matches responsibility with authority.

180. In an earlier section (Ch. 2/83-85) we concluded that Per-
manent Heads must be responsible to their Ministers for the efficient
and economical operation of their departments and that the existing
confusion of responsibility between the Permanent Head and the
Public Service Commission caused by regulation 31 of the Public
Service Regulations 1950 should be eliminated. It follows that this
regulation should be replaced by a statutory provision which states
positively that a Permanent Head’s responsibility for the efficiency
and economy of his department shall be to his Minister. At the same
time, legislative recognition and definition should also be given to
the Permanent Head’s duty to supply such reports and information
as the State Services Commission may require, and to make his
department constantly available for Commission inspection. Such
recognition and definition should apply to the Permanent Heads of
the Post Office, the Railways, and the Legislative Departments as
well as to those in the Public Service (par. 60, 65 above).

181. Permanent Heads should be chosen not only for their techni-
cal efficiency but also for their ability to carry responsibility. Trust
should be reposed in a Permanent Head until he shows that trust
misplaced. But if Permanent Heads are to be given greater freedom
from detailed control, it is only proper that they should accept, in
a real way, responsibility for shortcomings in the administration of
their departments. The position of a Permanent Head carries in this
~ country considerable rewards in status and in pay. We believe that
these rewards should entail a live, personal responsibility for efficiency
and economy, that a Permanent Head should be allowed to remain
in his position only as long as he continues to maintain a high
standard of efficiency. In our opinion it is not justifiable to permit a
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Permanent Head, who has failed to measure up to the full require-
ments of his office, to remain to enjoy its fruits until he retires. The
proper thing to do is to relieve him of his position and transfer him
to duties suited to his ability, even though that may entail paying a
salary for those duties beyond what they would normally carry. This
may seem an unjustifiable waste of money; we suggest it is preferable
to, and less expensive than, leaving the officer in a position he is not
completely fitted to hold.

182. One aspect of the Permanent Head’s role needs special
emphasis. In paragraph 62 we place with the State Services Com-
mission a responsibility for continual review to ensure that functions
are properly allocated among departments, that unnecessary activities
are discontinued and duplication of work minimised, and that patterns
of responsibility are clear. The Commission, to discharge this re-
sponsibility, must partly rely on objective information being made
available by the various departments. The value of this information
will be determined by the effectiveness and regularity with which the
Permanent Head reviews the operations and functions of his depart-
ment.

The Coordinating Role of Boards and Committees

183. Although the control departments have responsibilities for
coordination in government administration, this does not relieve
departments and their Permanent Heads of the responsibility for
ensuring that their activities are as far as possible coordinated with
one another. It would be irresponsible for a Permanent Head to take
action which clearly had important implications for another depart-
ment, without consulting that department.

184. The need for such consultation arises continually and at all
levels of administration. We do not doubt that informal consultations
take place and must continue to take place on innumerable occasions,
but, in addition, formal provision is made for this activity through
a host of boards and committees.

185. During the last 30 years, such boards and committees have
been increasingly used. There are boards to administer certain pro-
perties or trusts, boards to advise, committees to coordinate, com-
mittees to investigate, and so on. They can be a great help in
coordination and control, particularly where many separate admini-
strative units are involved. We recognise their value, and indeed
recommend some further committees. But we have also been impressed
with the enormous number of existing boards and committees which
draw so heavily on the manpower and time of departments. For
example, the Lands and Survey Department services 20 boards or
other bodies, and is represented on another 13. There are 35 joint
committees to coordinate the Navy, Army, and Air Force. Treasury
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is concerned with 30 boards and committees; the Department of
Education with over 70; the Department of Health with almost as
many. We appreciate that many of these bodies meet only seldom
and do not entail a great deal of work.

186. It may well be that all of these boards and committees are
necessary. But some Permanent Heads of large departments com-
plained strongly of the burden they impose. It was urged that some
machinery be set up to consider, from time to time, whether each
board or committee is necessary.

187.If a committee exists within a department itself, the Per-
manent Head should decide whether it is necessary or not. But
different considerations apply where several departments are con-
cerned, or where the board or committee is set up by statute (a board
administering a trust, for example). The State Services Commission
should deal with such cases. We suggest that departments be in-
structed to review their participation in such bodies, and, where
warranted, to recommend to the State Services Commission either
that the body be dissolved or that their participation be dispensed
with or provided at a lower departmental level. It is clear that many
boards and committees set up for definite purposes outlive their
usefulness and that reviews are required at fairly regular intervals.

¢

RECOMMENDATIONS

We recommend that:

(19) The responsible character of the role of Permanent
Heads in the machinery of government be reinforced
by:

(a) Repealing regulation 31 of the Public Service
Regulations 1950 and replacing it by a statutory pro-
vision stating that a Permanent Head’s responsibility
for the efficiency and economy of his department shall
be to his Minister and, at the same time, imposing an
obligation on all Permanent Heads (including those of
the Post Office, the Railways, and the Legislative
Departments) to supply such reports and information
as the State Services Commission may require and to
make their departments constantly available for in-
spection by the Commission (par. 180).

(b) Delegating to Permanent Heads greater autho-
rity in matters which come within the scope of control
departments thereby matching responsibility with
authority (par. 179).

(c) Establishing systems of control which enable the
control departments to rely on periodic checks, thereby
encouraging initiative within departments (par. 179).



CHAPTER 3 89

(20) Along with this increased authority, Permanent Heads
accept a more lively personal responsibility for effici-
ency, and, in the event of their failing to measure up
to the requirements of their position, be transferred to
other duties (par. 181).

" (21) Permanent Heads regularly review the operations and
functions of their departments and supply reports to
the State Services Commission to aid its continual
review of the machinery of government (par. 182).

(22) The State Services Commission establish permanent
machinery to review regularly the need for, and com-
position of, boards and committees (par. 187).

THE AGENCIES OF THE EXECUTIVE
GOVERNMENT

- 188. Bearing in mind the wide range of Government agencies in
New Zealand, we decided at first that our inquiry was properly
concerned only with those State corporations which carry out a
function falling traditionally in this country within the province of
Central Government, or which are subject to some degree of direct
control by the Government. These would include, for instance, the
Broadcasting, National Airways, and Tourist Hotel Corporations and
the Reserve Bank. We requested and received information about the
way in which (if at all) the policies, finances, and staffing practices
of such agencies were controlled or coordinated by the Government.
However, we finally decided that it would be more in line with the
broad purposes of our inquiry if we concentrated our attention on
the departments of State (Ch. 2/44). Hence we have excluded
agencies of the Executive Government from the definition of State
Services used in our report, and have no specific recommendations to
make about these bodies. Several of our recommendations could affect
some at least of those agencies, especially our suggestion that the
State Services Commission might, on the instruction of the Govern-
ment or at any agency’s request, investigate its efficiency in whole or
in part. ‘

189. It is desirable, however, to discuss the implications of cor-
poration status for control and coordination in the machinery of
government.

190. A few years ago it was commonly believed that a State cor-
poration was something very different from a State department, and
that it was a more suitable form of organisation for undertakings
(such as State-owned commercial enterprises) requiring greater free-
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dom from the various political and administrative controls than
would be appropriate for departments of State. There remains a
residue of truth in these beliefs. If, for instance, it is felt that a
broadcasting service should be removed from direct political control,
a corporation may help to symbolise this relationship. Such freedom
from control is, however, a matter of degree, the extent of which
(and, indeed, the necessity for which) it is easy to overemphasise. The
Government Life Insurance Office, the State Fire Insurance Office,
and the Public Trust Office, for instance, have found it possible as
departments of State to engage successfully in competitive business.
And if these departments have proved less inhibited than theorists had
feared, various State corporations have proved less free than their
sponsors had hoped.

191. Events have shown that, though a State corporation may be
theoretically free from direct Ministerial control, Ministers have in
practice found themselves obliged to answer public criticism of the
corporation, even on matters of detail. The persistence of political
control over the Government Railways, even in the periods when its
constitution approximated that of a corporation, illustrates the point.

192. Corporations can be free from the more detailed aspects of
Treasury control ; but so are some departments engaged in competitive
trading. Furthermore, the Government commonly requires a Treasury
report on a corporation which runs at a loss or which needs State
funds or Government approval to expand its activities. Freedom from
Public Service Commission control is more of a reality. Corporations
can generally hire and fire without having to submit to a statutory
appeal mechanism, and have greater flexibility than State departments
in determining salary scales. But it is usual for an almost standard
clause to be written into any Act establishing a State corporation
requiring that its board should have regard to the representations of
the Minister in Charge, and must give effect to any written instructions
of the Minister. In practice, therefore, such State agencies can be
brought under strict Government control. In the Broadcasting Cor-
poration Act 1961 the control provisions are more detailed. It requires
the Corporation to obtain Ministerial approval for specified financial
matters and to consult with the Public Service Commission on salary
scales, allowances, and other conditions of employment of corporation
staff.

193. Notwithstanding such restrictions on State corporations’ free-
dom to act independently, their existence does tend to diminish the
area of Government activity for which Ministers can be held to be
fully accountable in Parliament. To that extent, corporations escape
the mechanisms of political control. They may also escape the
administrative checks exercised by the Government’s control authori-
ties.
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194. We conclude therefore (a) that, while State corporations may
be appropriate in some circumstances, there is no general presumption
in favour of that type of organisation; (b) that the degree of freedom
enjoyed in practice by corporations may not be as great as is sometimes
assumed; (c) that in deciding whether to establish a corporation
rather than a department, proper weight must nevertheless be given to
any consequent weakening of political and administrative controls;
and (d) in the event that a corporation is preferred, the degree of
freedom granted it, particularly in determining salaries, also requires
careful consideration.
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Chapter 4. DISTRIBUTION OF FUNCTIONS

Item II of our Warrant reads:

Any major functions that should be redistributed among Depart-
ments and Government agencies, or that should be transferred to or
from any new or existing agency or body.

INTRODUCTION

1. Some hundreds of submissions, raising or commenting on pro-
posals for redistribution of major functions (either by way of
amalgamation of departments or of transfer of individual functions)
were submitted for our consideration. In addition, we received a
number of proposals which fell outside the scope of our inquiry,
either because they did not relate to a major function, or because
they did not involve redistribution, being concerned only with the
internal organisation of departments. Examples of such proposals
are*-that the responsibility for passports and visas be transferred
from the Internal Affairs to the External Affairs Department; that
a different pattern of decentralisation be instituted within the De-
partment of Health. Such matters are important and should be kept
in mind; but they are not for us. They would, however, fall within
the jurisdiction of the State Services Commission.

2. We could deal with the proposals which do come within our
province in one of three ways. First, we could ask for more time and
examine them all fully. Such a detailed examination would
probably result in our report not being available for a very long time.
Second, we could submit our report on the other items of our
Warrant and recommend that we remain in office to make a detailed
examination of the proposals for redistribution. Third, we could
select those proposals which seem to us most urgent and significant
and direct our energies towards making specific recommendations on
them ; distinguish others which after a brief examination we recom-
mend for further investigation by some other body; and finally make
some reference to the remainder where we consider no recom-
mendation is called for.

3. We decided that the third course is the most consistent with
our interpretation of our Warrant (Ch. 2/15) —namely, that we
should undertake a broad inquiry and complete it within a
reasonable time.
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4. Tt must be appreciated that we had brought to us more than a
decade’s accumulation of proposals for redistribution of functions and
amalgamations of departments; many more will arise as time goes by.
Royal Commissions such as ours, occurring infrequently, are not the
best means of dealing with such a developing situation. The evidence
of the experienced administrators who appeared before us was
almost unanimous that a wise decision on the merits of a suggestion
for the transfer of a major function (let alone the amalgamation or
dismemberment of a department) requires an intensity of study which
we could not give to more than a few cases. Our experience con-
firms this.

5. What surely is needed is machinery within the State Services
themselves to keep such matters under continual review, and, as well,
the placing of responsibility for recommending changes to the Govern-
ment. We have already recommended that suitable machinery be
established within the proposed State Services Commission, and that
the Commission be given responsibility for recommending changes
(Ch. 3/62). Our second group of proposals (those meriting
further examination) should therefore be dealt with by that
Commission.

6. Before examining any specific proposals, we shall first discuss
the scope in New Zealand for amalgamating departments, and the
considerations which we believe should be taken into account when
deciding questions of amalgamation or allocations of functions.

THE SCOPE FOR AMALGAMATION

7.1t has often been said, and is, we think, popularly believed,
that there are too many Government departments in New Zealand.
‘This view has been expressed many times by the Public  Service
Commission itself, for example in its 1947 annual report to Parlia-
ment. “Over 40 separate Departments should not be necessary in
‘New Zealand and increased efficiency would probably follow from
judicious amalgamations. . . .” In its evidence to us, the Public
Service Commission stated that it “still adheres to the opinion that
there are too many departments of State . . .”, and it quoted to
us the [United States] President’s Committee on Administrative
Management which declared “There should be the smallest possible
number [of departments] without bringing together in any depart-
ment activities which are unrelated or in conflict with each other”.
Sir William Dunk, in his report, was “in nc doubt that the
administration would be strengthened by a policy of departmental
amalgamation”. '
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8. On the other hand, the idea of amalgamating existing depart-
ments into larger units ran into considerable opposition. Much of
this came from departments whose separate existence was threatened,
or from organised groups in the community which preferred a single-
purpose department primarily designed to service them. It is not
unnatural that proposals for amalgamation should evoke opposition
of this kind. ‘

9. We examined the various arguments advanced, studied the dis-
tribution of functions among departments in some other countries
and the writings of those who had made a special study of the sub-
ject in New Zealand. We conclude that there is no standard scheme
or universal rule which can be applied. The most common
generalisation is that departments should embrace a grouping of
similar or related functions. But even this is a vague and ambiguous
maxim.

10. The difficulty with all such generalisations is that their scope
and limitations become apparent only in the course of examining
particular practical problems; consequently, the correct procedure
is to develop principles which fit the situation, not to change the
situation to fit preconceived principles. Thus, we shall not attempt to
summarise and to balance the various arguments for and against
amalgamation, and then to apply our conclusions. Rather, we shall
investigate the existing situation, allowing the conclusions to emerge
in the course of the discussion.

11. Five major amalgamations have been carried out since 1946.
Although the Public Service Commission said that it had not achieved
as much as it wished to in this direction, amalgamations have taken
place in the following divisions and departments: Employment
Department with the Department of Labour; Stamp Duties Division
with Land and Income Tax Department to form Inland Revenue
Department; Lands and Deeds Division with the Department of
Justice; Mental Hygiene Department with Health Department;
Rehabilitation Department with Internal Affairs Department and
later with Social Security Department.

12. Forty-one departments remain. At one extreme there are the
Post Office, the Railways Department, and the Ministry of Works,
employing among them well over half the State servants. The present
size of these departments is itself an argument against further enlarge-
ment. Is there then an optimum economic size for a department? We
suspect that there is —that beyond a certain point the economies of
large-scale administration may be more than offset by the added layers
of management needed for control and coordination. Where that point
is to be found will depend not only on size but also on the degree of
complexity; an organisation with many functions takes more manag-
ing than one with few. The three departments concerned are already
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complex, and we do not contemplate adding to their functions. Indeed
we give some consideration later in this chapter to the possibility of
reducing the functions of the Post Office and Ministry of Works.

13. At the other extreme there are nine small and specialised
departments ranging in size from 20 to 420 (table 3). These
include three control departments: the Public Service Commission, the
Treasury, and the Audit Office. As we noted in the previous chapter,
there are objections in principle to linking control with operational
functions in one department. Furthermore, it is as well if those whose
duty it is to prevent empire building and waste are not themselves
part of a massive organisation. Then there are the Prime Minister’s
Department (containing the Cabinet Secretariat), the Crown Law
Office, the Statistics Department, and the Valuation Department:
these should remain independent of the larger departments with which
they might be linked, in order that their integrity in providing their
particular services shall be beyond doubt. Finally in this group there
are the External Affairs and Legislative Departments, each of them
highly specialised, neither of them sharing with another department
similar or related functions on which an amalgamation might be
based.

14. Specialisation is also a characteristic of a group of five trading
departments ranging in size from 300 to 1,200: the Public Trust
Office, the Government Life and State Fire Insurance Offices, the
State Advances Corporation, and the Printing and Stationery Depart-
ment. The possibilities of amalgamating the Insurance Offices, of
merging Printing and Stationery Department with Internal Affairs
Department, and of abolishing the State Advances Corporation, are
briefly considered later in this chapter.

15. We recognise that amalgamation has often been regarded
primarily as a means of achieving more economic administration.
Generally speaking, however, we are doubtful of the wisdom of com-
bining essentially different departments merely in order to reduce their
overheads. In the first place, there are limits to what can be cut from
overheads. If the activities are different, as the Public Service Com-
mission has pointed out:

. the department absorbed will be merely a specialist division within
a larger department, retaining its own records, accounting and inspec-
ting facilities on the grounds that its work is significantly different
from other branches or divisions within the department . . . . Under
these circumstances the amalgamation of smaller departments with
larger units is less likely to promote efficiency or produce economies.

Second, as far as it is possible to reduce overheads, this may be done
by means other than amalgamation, such as by sharing common
services provided by a single department. '
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16. If this is accepted, the argument for amalgamation centres on
better coordination, rather than on reduced overheads. What scope is
there for better coordination among the remaining 24 departments?
Six are concerned with social policy (Education, Health, Island
Territories, Justice, Maori Affairs, Social Security). Six are concerned
to regulate and to encourage certain types of economic activity
(Agriculture, Industries and Commerce, Labour, Marine, Tourist,
and Transport). Four are directly engaged in developing national
resources (Electricity, Forest Service, Lands, and Mines). Three
(Navy, Army, and Air) are concerned with defence, and two
(Customs and Inland Revenue) with the collection of taxes. Within
each of these groups, some coordination (both of policy and of its
implementation) is needed, and in some cases this is at present in-
sufficiently close, as we shall show in our subsequent examination of
specific problems. Amalgamation should therefore be seen not as an
end in itself but as one possible means of achieving better coordination
in such problem areas as transport, defence, and fuel and power.

17. The advantages of an amalgamated department for this purpose
are that, within it, lesser issues can be dealt with at a lower level, so
that fewer matters require the Minister’s attention, and on these he
can be given properly coordinated advice, based on more effective
research. These advantages are, however, purchased at a price, which
the Minister (and the Government) may be unwilling to pay. Because
fewer matters require his attention he is not in such close control of
the execution of policy; and while it is impossible for a Minister to
control in detail the whole administrative machine, he may well wish
to supervise carefully the provision of a new or politically contentious
service, to ensure that the declared aims of the Government are quickly
and effectively achieved. Again, in receiving properly coordinated
advice, he may no longer be aware of the clash of views between
different interests. This is a central issue in our discussion of overseas
trade, as is the allied political problem of satisfying certain groups
within the community that proper attention is paid to their interests,
if within the administration no department is primarily concerned
with them. '

18. Even if these political difficulties can be overcome, other factors
remain to be considered before amalgamation can be decided on. We
have already noted that organisations must be thought of as people,
not just as machinery. The effects of amalgamation on staffing cannot
therefore be neglected. On the one hand, an amalgamated department
should provide better career opportunities, and better facilities for
training, than could any of its constituent parts. On the other, the
high morale of a small department with a special purpose which evokes
the enthusiasm of its staff (like Island Territories) may suffer if the
department is combined with another having wider and less definite
purposes, unless the change is well prepared.
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'19. There are in addition certain practical difficulties which, thoilgh
pedestrian, must be borne in mind. Few advantages will flow from
amalgamation unless the constituent parts are located together and
properly integrated To make suitable provision for this means plan-
ning well ahead, in view of the present and prospective shortage of
office accomodation in many centres.

20. Our conclusion is that further amalgamation is in most cases a
long-range aim rather than a short-term remedy. For the time being,
better coordination must in general be sought by other means —by
reallocating particular functions among departments, by grouping
portfolios under a single Minister, and by establishing machinery
for improving consultation and cooperation between departments such
as we propose in a number of places later in this chapter. By paying
constant attention to these matters, and by exerting constant pressure,
the State Services Commission could achieve a great deal in the long
run, We, in our short time, can accomplish little in this field.

21. But however much may be achieved by grouping together related
departments, problems of coordination will still remain. Of the 24
departments referred to in paragraph 16 above, 21 have been discussed.
The remaining three (Police, Internal Affairs, and Scientific and
Industrial Research) do not fall into any of the groups we have
described, and the last two raise — and will continue to raise — problems
of coordination in local government matters and in scientific research
respectively, however the remaining departments are grouped. These
problems too are discussed below. '

22. In the next section we discuss the proposals on which we make
a specific recommendation; in that following, those which we recom-
mend be referred to the State Services Commission for further invest-
igation ; and in the final section we refer briefly to those concermng
which we consider no recommendation is called for.

23. The topics dealt with in the first of these three subdivisions are
Transport, Marine, Trade, Defence, Scientific Research, Valuation,
National Library, Tourism, Works, and Social Welfare Work. The -
order of presentation must not be taken to be an order of urgency or
of importance.

TRANSPORT

SUMMARY OF SUBMISSIONS
24. Sir William Dunk favoured the enlargement of the Transport
Department :

The present Department of Transport has a staff of 500. From a
functional point of view it seems quite logical that the Civil Aviation
responsibility now with the Department of Air should be transferred to
the Department of Transport. There is another small department, the
Department of Marine, which employs 280 staff and which could
also be merged into Transport unless it is considered by Cabinet to be
better placed under Customs.

4
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It is clear that these proposals stem from a disposition to amal-
gamate small departments which are functionally related. The
Secretary for Marine noted that, if honorary employees (harbour-
masters and inspectors of fisheries) and casual employees are taken
into account, the staff belonging to, or serviced by, the Marine
Department is twice as big as Sir William stated it to be. It remains
true, however, that Marine is one of the smaller departments, and
that the enlarged Department proposed by Sir William would be
of a manageable size.

25. The Public Service Commission holds the view ‘“that, in any
regrouping of the work of the Public Service, the establishment of
a Ministry of Transport should receive high priority”. Its proposal
resembles that of Sir William Dunk (save that some branches of the
Marine Department would not be included in the new Ministry);
its reasons are, however, different. In summary they are:

(a) That transport is of immense economic importance as it
affects the location and cost structure of primary and secondary
industry : ; N

(b) That public funds (which provide the bulk of the capital

expenditure on transport facilities) are invested, either directly

or in the form of subsidies, by several State departments and
agencies ; in some cases these funds are invested without any
coordination, and in all cases without the aid of a compre-
hensive report to Cabinet from a single Ministry of Transport :

(c) That numerous attempts have been made for over 30 years
to find suitable coordinating machinery, indicating both that
the need for coordination is recognised and that it has not yet
been met :

(d) That the best way of meeting it is. to establish a Ministry
of Transport capable of giving to Cabinet comprehensive and
balanced advice on all transport issues.

26. Sir William’s contention that the activities of the Transport
Department, Marine Department, and Civil Aviation Administration
are functionally related was challenged by the Commissioner of Works
and by the Commissioner of Transport. “Each of the three depart-
ments,” the latter stated, “is made up extensively of staff who
possess specia]jsed knowledge and qualifications within a narrow
field and there is nothlng in common or mterchangeable between the
duties of the specialists in these departments.”

27. The Commissioner of Transport recognised, however, the force
of the Public Service Commission’s arguments: “there is a vital need,”
he declared “for some authority to be set up to guide overall trans-
port policies at a level below Cabinet but above that of the present
sectional departments.” He considered that this aim could best be
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achieved, not by amalgamation, but by establishing a separate Ministry
of Transport to coordinate transport policy, leaving the existing
departments intact, each to confine itself to administration in its
distinct field.

28. The need for a degree of coordination, particularly of capital
investment in such facilities as roads, railway lines, airfields, and
harbours, was admitted by almost all witnesses. In some cases, how-
ever, the admission was made subject to certain qualifications:

(a) “Continuous coordination is impracticable . . .” (Air
Secretary).
(b) “it is . . . most difficult to plan on any valid economic bases

development of one form of transport vis-a-vis the others . . .”

(quoted by Air Secretary).

(c) “New Zealand enjoys a greater degree of coordination of trans-
port, on an operating basis, than is generally realised 7
(General Manager of Railways).

29. It was explained to us that capital investment in transport
facilities other than roads was subject to the usual checks of Cabinet
Works Committee and Treasury, and that major projects (such as
the Cook Strait ferry) might be referred to a specially set up Com-
mittee of Inquiry. Most of the Permanent Heads concerned agreed
that the machinery for this purpose should be strengthened, and
our attention was drawn several times to the conclusions of an Inter-
departmental Committee on - Coordination of Transport whose
report of 24 June 1960 recommended, inter alia:

That the present Inter-departmental Committee be retained to
investigate transport trends and problems and to report to the
Cabinet Transport Committee. That any new major transport proposal,
wherever initiated, and which may affect alternative transport inter-
ests existing or pending and which involves the expenditure of public
moneys be examined by the Cabinet Transport Committee and a
policy determined. .

We understand that no action has been taken on these proposals.

30. The General Manager of Railways pointed out that one
difficulty in the way of securing coordination through an inter-
departmental committee was the present status of the National Roads
Board. The proposals of that Board are submitted for review neither
to Treasury nor to the Cabinet Works Committee. -

31. The Commissioner of Transport considered that an inter-
departmental committee would be a less satisfactory instrument of
coordination than would the type of Ministry he favoured. “I feel
that there are too many conflicting interests in the inter-departmental
committee, and that you will not get an overall impartial advice,” he
declared. “You will finish up with a compromise on the views of the
various departments concerned.” This conclusion was challenged by
the Air Secretary. :

4%
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32.In criticising the Public Service Commission’s proposals, the
General Manager of Railways commented :
the mere gathering together of three departments associated with

certain transport regulatory functions falls short of establishing a
single Ministry competent to advise on all transport issues.

He drew attention specifically (par. 30) to the significance of the
position of the National Roads Board. The Secretary for Marine
noted similarly the importance of the Railways Department, and
stated that “its inclusion should be a condition precedent to the
formation of any such Ministry”. It is clear that the relationship
between a Ministry of Transport, on the one hand, and the Railways
Department and the National Roads Board on the other, needs
examination.

33.The Treasury’s proposals are interesting in this connection.
They postulate both a Transport Control Authority, responsible to
a Minister of Transport and concerned with policy aspects of all
forms of transport, and an enlarged Transport Department, in which
the present Transport Department, Civil Aviation Administration,
and some or all of the Marine Department would be amalgamated.
The Transport Control Authority is the Ministry of Transport con-
templated by the Commissioner of Transport (par. 27), while the
enlarged Transport Department is the Ministry of Transport con-
templated by the Public Service Commission (par. 25). It is
suggested that the State transport operating authorities (the Railways
Department and the State airlines) would be responsible to the
Transport Control Authority, as would the enlarged Transport
Department, and it is recognised that the National Roads Board
would also have to be “integrated in some form” below that
Authority. The Treasury submission acknowledges, however, that
the Railways Department is of such a size that there is a case for
continued direct access by its General Manager to the Minister
responsible for it.

ANALYSIS OF SUBMISSIONS

34. We do not underestimate the degree of coordination so far
achieved in the transport field. We are, however, impressed by the
amount of agreement among the officials concerned that the
machinery for coordination can and should be improved, and we
believe furthermore that current trends in road, rail, sea, and air
transport will require increasing use of such machinery, particularly
in working out transport policy and in controlling public expenditure
on transport. For instance, there is need for urgent action to cut down
the time taken to carry our export produce from the farm to the
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final consumer. This is a matter of general transport policy, involving
not only harbours and shipping but also rail and road services. At
present it is nobody’s responsibility to look at this problem.

35. Regulation (that is, prescribing which services may be
operated) has been so far the main method of coordinating the
transport services. We wish to emphasise that in our view the aim of
closer coordination should be less regulation of this kind rather than
more. We accept, as a general principle, the remark of the General
Manager of Railways: “I think a person has a perfect right to
determine whether he will go by road or rail, and if rail can’t do it
cheaper than road, why should rail be in the business?” We
recognise, however, that this principle can only be made fully
effective if competition is fair (which entails considering the degree
of governmental assistance given to different forms of transport), and
if precautions are taken to limit the creation of excess capacity which
could lead to cut-throat competition and thence to renewed
regulation. The purpose of improving the machinery for coordination
should be, therefore, to give to the Government the best advice on:

(a) Questions of general transport policy :
(b) Public investment in transport facilities :

¢) Fiscal and expenditure policy affecting the fairness of com-
P policy g
petition among different forms of transport: '

(d) Such other policies as may continue to be necessary for regu-

lating competition (in charges and otherwise) among different

forms of transport.

36. At Cabinet level coordination will be easier if one Minister
holds all the transport portfolios. Even so, a Cabinet Committee on
Transport will continue to be necessary so that the Minister of
Finance, the Minister of Works, and possibly the Ministers of
Agriculture and of Industries and Commerce can contribute to the
formation of policies for transport development. The present Cabinet
Committee does not deal in any continuing way with such issues,
mainly because the supporting departmental machinery is not geared
to present them in an appropriate form. If this situation were
corrected, the Gabinet Committee on Transport might well become
responsible for works programming in the field of transport
investment.

37. What improvement in machinery is needed among depart-
ments? A procedure is necessary by means of which the Government

can be given a single, unbiased recommendation, based on full in-'
formation and on a sound technical appreciation of the facts. The

proposals for a Ministry of Transport, and for an inter-departmental
committee, must be tested against this standard.
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38. The Public Service Commission’s proposal for a Ministry of
Transport can be criticised on the grounds that it fails to provide a
channel through which the necessary information and technical
appreciations on matters affecting the Railways Department and the
National Roads Board can pass through the Ministry to the Minister.
The National Roads Board would not even appear to be within the
jurisdiction of the Minister of Transport. It is apparently contemplated
that the Permanent Head of the Ministry of Transport would make
recommendations on railways policy. But to the extent that these were
heeded, the Ministry would have power over railways development,
without responsibility for the financial result; while to the extent that
they were not heeded, coordination would be ineffective.

39. Similar objections can be levelled, even more forcibly, at the
Ministry of Transport conceived by the Commissioner of Transport.
Instead of a single unbiased recommendation there would be as many
departmental recommendations as there are now, as well as one from
the Ministry. The last might be unbiased, but it would be based on
only such facts as the officials of the Ministry could glean (lacking
right of access to departmental records), nor would it be founded on
a technical appreciation stemming from departmental experience.

40. On the other hand, an inter-departmental committee would
(through each of its members) have access to all the facts and to
depattmental experience. There is no guarantee, however, that it
would reach agreement; and even if it did, its conclusion might reflect
no more than a compromise among departmental interests (as pointed
out in paragraph 31).

41. The only proposal which satisfies the test is that put forward by
Treasury. By concentrating responsibility for all the transport depart-
ments and corporations (including the National Roads Board) in a
Transport Control Authority immediately below the Minister, it allows
all information and all technical appreciations to flow to, and all
policy recommendations to flow from, a single point. Such an Auth-
ority would in effect control a single super-Ministry. Unfortunately,
as the Treasury spokesman recognised, the Railways Department is
too big to be swallowed in this fashion. It is unrealistic to expect that
the Government would deprive the General Manager of his right of
direct access to the Minister.

CONCLUSIONS

42. We are forced back, therefore, to some form of interdepart-
mental committee in an attempt to ensure that technically sound and
agreed-on recommendations are available to the Minister. It then
becomes a question of making such a committee as close an approxi-
mation of a Transport Control Authority as possible.
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43. The chairmanship poses a key problem in establishing such a
committee. We understand that the 1960 Committee on Coordination
of Transport (par. 29) intended that members would take the chair
in turn. This procedure would not solve the problem of possible bias
and would have the added weakness of diminished responsibility; any
thorny issue could be held over until the following year, when some
other chairman would be exposed to the temptation to avoid it. In our
view, a coordinating authority of this sort should have a permanent
chairman, who should be charged with the responsibility of formu-
lating (in consultation with his colleagues) an overall transport
policy for recommendation to the Minister. The chairman should
have sufficient research and secretarial staff to enable him to carry out
this function.

44, We recommend, therefore, the establishment of a body to be
called the Transport Commission, to be chaired by a Chief Commis-
sioner for Transport, and to include as Assistant Commissioners, the
General Manager of Railways, the Director of Civil Aviation, the
Chairman or Deputy Chairman of the National Roads Board, the
Secretary to the Treasury (or his representative) and the Commis-
sioner of Works (or his representative). This Commission is to tender
advice (through the Chief Commissioner) to the Minister of Trans-
port on the matters referred to in paragraph 35 above (namely,
general transport policy, public investment, taxing and spending
policies, and regulatory policies in the transport field) and on such
questions as may be referred to it by the Minister or by the Cabinet
Committee on Transport. ,

45. The Chief Commissioner of Transport, in addition to being
chairman of the Transport Commission with the responsibilities out-
lined in paragraph 43, should be Permanent Head of a new Depart-
ment of Transport. The existing Transport Department would form
one division of this, concerned with the regulation of road transport.
A second division would consist of that part of the present Marine
Department which is concerned with mercantile marine activities and
harbours, since in our view such a division would not be of a size to
warrant full departmental status. (par. 56). The head of the Marine
Division should, however, attend meetings of the Transport Commis-
sion when advice and information on shipping and harbours are
required. A third division would provide administrative services for
the Road Transport and Marine Divisions (and eventually for Civil
Aviation Administration — par. 47), and also the research and secre-
tarial staff required by the Chief Commissioner.

46. The General Manager of Railways must be a member of the
Transport Commission if coordination is to be effective. It is our
conception that the Railways Department should have as much free-
dom as possible as a transport operator engaged in competitive trading.
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The Transport Commission should consider such investment matters
as the building of a new line, or the closing of an existing one, but not
(for instance) the replacement of locomotives or rolling stock. The
Commission should, however, be kept informed of such policies, the
better to assess the needs of the remainder of the transport system.

47. The Director of Civil Aviation should be a member of the
Transport Commission, and the Civil Aviation Administration
(together with the Meteorological Service) should become an inde-
pendent department. Its size, and the growing importance of civil
aviation, persuade us that it should not be amalgamated with the
Transport and Marine Departments as Sir William Dunk and the
Public Service Commission have recommended. On the other hand,
we believe that the time has come (or soon will come) for it to break
away from the Air Department. The future of civil aviation lies
with transport, not with defence, and we oppose the continuance
of a system in which the Air Secretary is responsible to two Ministers --
to the Minister of Civil Aviation as well as to the Minister of Defence.
The Director of Civil Aviation should have all the powers of a Perm-
anent Head: right of direct access to the Minister, to the Public
Service Commission, and to Treasury; control over policy (subject to
the Minister) and over staff ; and a separate vote. We should favour,
how}ever, the continued provision by Air Department of administrative
services for Civil Aviation until such time as it can be housed close to
the proposed new Transport Department. The administrative division
of Transport Department could then take over this responsibility,
thereby avoiding the expense of a fully self-contained administrative
division in Civil Aviation Administration itself. We have carefully
considered the objections of the Air Secretary to such a separation.
They fall under two heads; importance of common “housekeeping”
services (which have been discussed above), and coordinated func-
tions. It is undeniable that in a number of fields (for example, air
traffic control, radar and radio engineering, inspection of accidents)
the Director of Civil Aviation and the Air Secretary must continue
to work closely together. But it does not necessarily follow that the
former must be subordinate to the latter.

48. The National Roads Board, in deciding where main roads are
to be built, is responsible for an important segment of transport policy.
From this fact, certain conclusions follow. First, the Board should
be represented on the Transport Commission. It would of course be
inappropriate for the Minister of Works (who is at present ex officio
chairman of the Board) to belong to an officials committee of this
sort; accordingly we suggest that so long as a Minister is chairman of
the Roads Board, its deputy chairman be its representative on the
Transport Commission. But if the Roads Board is to continue to have
a Ministerial chairman, it would be more in line with our views on
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the grouping of related Ministerial offices (Ch. 3/10) if he were
Minister of Transport. Second, the Board would have the duty, as at
present, of formulating proposals for roading investment, but we
think it essential that major roading proposals should be subject to the
same oversight by the Transport Commission and the Cabinet Com-
mittee on Transport, as will be proposals for airports, harbours, and
railway extensions. Furthermore, we believe it to be wrong that, at a
time when the supply of capital for public investment is short, the
National Roads Board should be in the privileged position of receiving
a guaranteed sum for investment, without even having to show what
the return on that investment is. We accept the point made by the
Director of Roading that large-scale capital investment must be
planned ahead for a longer period than a single financial year. This
argument applies not only to roading, however, but equally to other
transport facilities. What is needed is a capital programme for trans-
port which covers a period of years and is brought up to date each
year. Our contention is that in devising this programme it should
be proved that the final million pounds spent on roads will yield a
greater benefit to the country than the same sum spent on airports
or harbours or railways. We recognise that this would require a
change in legislation; it would also require more research into the eco-
nomics of roading. As the Director of Roading has observed (Public
Service, August 1961, p. 11) :

especially where roads are concerned, such economic studies as have
been made, have been mostly engineering comparisons. There seems
to be a need for economic studies of much wider scope. These would
take into account not only the immediate cash benefit to users but
the long-term effect on the. productivity of the nation as a whole.
We note that a research unit has recently been established for this
purpose.

49. The Secretary to the Treasury (or his representative) and the
Commissioner of Works (or his representative) should be members
of the Transport Commission, so that the economic and the engineer-
ing aspects of proposed investments in transport facilities can be
adequately considered before proposals are submitted to the Cabinet
Committee. In addition, Treasury and the Ministry of Works have
to advise the Local Government Loans Board on proposed capital
undertakings of local authorities, including those affecting transport,
so that their representation on the Transport Commission would make
possible some coordination of Central and local Government
investment. -

50. We have suggested that there should be research staff in the
office of the Chief Commissioner of Transport, engaged especially
in studies of transport economics. However, there are —and should
continue to be —research teams in the Railways Department and
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Civil Aviation Administration, as well as in Treasury and the Ministry
of Works. To the extent that the problems facing the Transport
Commission are technical, progress in resolving them will depend
on consultation between the experts in the departments concerned.
The Transport Commission should therefore establish inter-depart-
mental working parties to undertake particular investigations. It can
be expected that the cost of the research staff in the office of the
Chief Commissioner of Transport will be offset by the reduction in
overhead expenses through providing common housekeeping services
for the Road Transport and Marine Divisions. Moreover, transport in
New Zealand is such a big business (absorbing over 20 per cent of the
gross national product, and involving in recent years an annual
capital investment of approximately £50 million) that even if
increased research and improved coordination achieved no more
than a slight increase in efficiency, the cost of the extra staff would be
recouped many times over.

51. The Transport Commission cannot plan effectively without
knowing the views of transport operators and users. We suggest that
these views be brought to the notice of the Commission by advisory
councils. For instance, there might well be a Marine Advisory
Council, representing shipping companies, harbour boards etc., and
a Civil Aviation Advisory Council, representing operators (public and
private) and airport authorities. Because we think their views can
be more appropriately expressed through such channels, in the same
way as those of private operators, we have not recommended direct
representation of National Airways Corporation or Tasman Empire
Airways Limited on the Transport Commission.

52. Table 7 illustrates the organisation we have suggested.

RECOMMENDATIONS

We recommend that:

(23) The machinery for coordination of transport should be
improved to advise the Government on general trans-
port policy, on public investment in transport facilities,
on fiscal and expenditure policy affecting the fairness
of competition among different forms of transport,
and on such other policies as may continue to be
necessary for regulating competition (in charges or
otherwise) among different forms of transport. And
to achieve this improvement, that:

(a) One Minister hold all transport portfolios, and
be Chairman of the National Roads Board (par. 36) :

(b) The Cabinet Committee on Transport continue
in existence (par. 36) :
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(c) A Transport Commission be established in
terms of paragraph 44 above, chaired by a Chief
Commissioner of Transport, and aided by advisory
councils comprising transport operators and users
(par. 51): '

(d) A new Department of Transport be established
(with the Chief Commissioner of Transport as
Permanent Head) comprising three divisions formed
from the present Transport Department, part of
present Marine Department, and a servicing division
(par. 45):

(24) The Civil Aviation Administration (with the Meteoro-
logical Service) be detached from the Air Department
and made an independent department serviced
administratively by Air Department until it is eco-
nomical and convenient for the new Transport
Department to take over this servicing (par. 47).

(25) Major roading proposals be subject to the oversight
of the Transport Commission and the Cabinet Com-
mittee on Transport (par. 48).

MARINE

53. Our recommendation for a new Department of Transport
which would include a Marine Division (par. 45) necessitates the
abolition of the present Marine Department and a redistribution of its
functions. '

54. The Marine Department is responsible for:

(a) Mercantile marine activities: including the control of the
engagement and discharge of seamen, investigation of deaths
at sea, examination of masters, mates, and engineers, surveys
of ships, provision of navigational aids and notices to mariners,
schools of navigation, registration of ships, search and rescue
work, and the operation of the Bluff ferry service :

(b) Harbour duties including liaison with harbour boards, direct
operation of some harbours, safety on the waterfront, and
control of small craft: ;

(c) Pollution Advisory Council work aimed at avoiding pollution
of harbours and rivers:

(d) Ross Sea Dependency administration :

(e) Fisheries work including the development of fishing resources,
licensing of fishing boats and fishermen, and encouragement of
commercial sales of fish:

(f) The safety inspection of boilers, lifts and cranes:

(g) The examination of land engineers, enginedrivers, etc.
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55. All functions except (e) fisheries work, could be easily reallo-
cated — (a), (b), (f) to the Marine Division of the proposed Depart-
ment of Transport; (c) to the Health Department; (d) to the
Department of External Affairs; and (g) to the Department of
Labour.

56. To the Marine Division — Department of Transport: Functions
(a), (b), and (f) should be transferred to the Marine Division of
the proposed Ministry of Transport. (a) and (b) patently fit into that
division. Indeed, they provide the reasons for its existence. Their
location in a division especially designed for the work involved should
answer the objections raised by the Harbours Association against
interference with the present Marine Department. (Those objections
were based on the desirability of having a special body whose prime
concern was with harbours and shipping.)

57. The placing of (f) within this division needs to be explained,
for on the face of it those matters might seem to have little present
relation to marine activities,. They have, however, been associated
with the Marine Department for a long time, and the technical link
between marine engineers and the inspection of such equipment as
boilers, lifts, and cranes still exists in New Zealand, as it does in
other countries. There are good staffing reasons why these duties
should remain with a Marine Division. The Marine Department is
obliged to maintain a Marine Surveyor of Ships at each sizable
port. The surveying of ships in minor ports is not a fulltime job,
and it is convenient to employ the Marine Surveyor to inspect
boilers, lifts, and cranes. In the main centres these duties could
easily be reallocated to, say, the Department of Labour. But such
reallocation would cause considerable working difficulties in other
ports. Thus, we conclude that this work should be done for the
time being by the Marine Division. The State Services Commission
could review and report if in future there should be a need to transfer
some or all of this work to the Department of Labour.

58.To the Health Department: Function (c) is defined in the
Water Pollution Act 1953 and is related to, and within the range
of, functions carried out by the Health Department. It should go to
that Department.

59.To the Department of External Affairs: Function (d) is no
longer appropriate to the Marine Department and should be trans-
ferred to the Department of External Affairs which already is res-
ponsible for the administration of the Antarctica Act 1960.

60. The functions (e) are more difficult to place. Some of them,
such as the registration and the inspection of marine fishing craft
and fishermen, should go to the Marine Division of the new Depart-
ment of Transport. However, the Department of Industries and
Commerce must take an increasing interest in developing the coun-
try’s sea-food resources, especially the processing of the catch. The
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significance of these resources is becoming better understood. A
department designed to encourage industrial development could
help considerably to make fuller use of those resources.

61. On the other hand, industrial promotion has little or no concern
with fresh-water fishing. There the problem is rather one of research
and regulation. There is a case for transferring both research and
regulation to the Department of Internal Affairs or even, perhaps,
to the Department of Lands and Survey or to the New Zealand
Forest Service. We shall discuss this matter later in the chapter, and
we shall suggest that the question where these activities would best
be placed needs further investigation before a decision can be made.

62. For these reasons, we believe that the distribution of all the
functions grouped under (e) should be considered by the State
Services Commission and a recommendation made to the Govern-
ment on their final placement.

63. To the Department of Labour: Function (g) could be properly
discharged by the Department of Labour.

RECOMMENDATIONS

[
We recommend that:

(26) The Marine Department be abolished and its main
functions distributed among the Marine Division of
the proposed Department of Transport, the Health
Department, the Department of External Affairs, and
the Department of Labour, in the manner mentioned
in paragraphs 55 to 63.

(27) The future location of the Department’s various func-
tions in relation to sea- and freshwater-fishing be the
subject of investigation and report by the State Services
Commission (par. 60-62).

TRADE

PRELIMINARY

64. “Trade is in every way the keystone of the national economy”,
remarked Sir William Dunk. The number of submissions made to us
on the subject demonstrates how important it is recognised to be that
New Zealand should increase and diversify its overseas trade, and
use the machinery of government to that end. Many specific sugges-
tions were put forward, reflecting very different approaches to
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the problem. In presenting our conclusions we shall not try to con-
sider in detail every suggestion made, but shall concentrate upon
questions of principle.

65. The main question we have to answer is whether or not the
responsibility for overseas trade should be separated from the closely
related responsibility for the development of local manufacture: or,
more concretely, whether the Overseas Trade Division should be
detached from the Department of Industries and Commerce. If we
do not favour separation, then we must consider how within a
single department the interests of overseas trade and industrial develop-
ment can be properly balanced. If we do favour separation, then
two other questions arise: first, how to ensure the necessary close
liaison between separate departments of overseas trade and local
industry; and, second, whether the proposed trade department should
stand alone or be amalgamated with the Department of Customs.
While it is convenient to present the various questions in this way,
the answer to the main question must largely depend on the prac-
ticability of the alternatives posed by the subsidiary questions.

THE ARGUMENTS STATED

66. The propositions which were urged on us can readily be
stated, but they are far from easy to reconcile. Indeed, we found
this subject one of the most intractable and contentious of all we
had to examine. These are the main arguments, reduced to their
simplest terms:

(a) Overseas trade and internal industrial development are so
intimately associated at so many points that there should be
the closest possible coordination of policy and administration
affecting them.

(b) There is in New Zealand such a conflict of interest between
the expansion of overseas trade and the fostering of internal
industrial development that any decision which has the effect
of promoting either at the expense of the other should be
made at Ministerial or Cabinet level, in the light of expert
advice given independently by officials specialising in inter-
national trade matters and by officials specialising in industrial
development.

(c) The expansion of New Zealand’s export trade is of such vital
concern that a single-purpose Department of State should be
enabled to give its whole attention to that purpose, undis-
tracted by other responsibilities.

In the succeeding paragraphs these points will be elaborated and
their validity assessed.
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(a) Close Policy Association Between Overseas Trade and Local
Industry

67. “Industry and trade are almost as inseparable as the head and
tail of a coin”, declared the General Secretary of the New Zealand
Manufacturers’ Federation. In explaining this close relationship, the
Secretary of Industries and Commerce and other witnesses mentioned
six key points:

(i) While one of the main aims of industrial development is to
save overseas exchange by reducing the need for imports,
some forms of industrial development might so damage trade
relations with countries which provide (or may in future
provide) export markets for New Zealand’s primary products
that more might be lost in export earnings than is gained in
import savings.

(ii) It is important that internal industrial development be guided
with an eye to the establishment of export markets for goods
manufactured in this country, to which end our overseas
Trade Commissioners’ advice on market prospects is necessary
to the Development Division of the Department of Industries
and Commerce.

(iii) This liaison between the Trade Commissioners and the

+  Development Division is helpful also in attracting to New
Zealand suitable overseas investment in local industry.

(iv) The Trade Commissioners assist local industry not only by
helping to find markets for its products but also by supplying
information on the availability and prices of the materials
and equipment it requires, on technical developments, and
so forth.

(v) The requirements of overseas trade and of internal industrial
development need to be balanced in advising the Govern-
ment on tariff policy.

(vi) Similarly, those interests must be balanced in making recom-
mendations to the Government on import licensing policy,
and in applying that policy to particular cases concerning
the importation of raw materials or equipment by local
manufacturers.

For these reasons it was argued that a single department should
continue to be responsible for the development of both overseas trade
and local industry. Sir William Dunk, the Public Service Commission,
and the New Zealand Manufacturers’ Federation shared this view.

(b) Conflict of Interest Between Overseas Trade and Local Industry

68. The contrary view was expressed by the Treasury, for the
following reasons:
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(i) New Zealand relies predominantly on the export of primary
produce — “over 98 per cent of our export income comes from
farm and forest products” —and, even taking into account
such prospects as an aluminium industry, a high ratio of
primary produce in our exports will continue for the fore-
seeable future.

(u) The attempt to develop local industry behind protectlve
barriers necessarily ‘conflicts with New Zealand’s efforts to
develop new markets, since countries which may be prepared
to buy primary products from us will expect in return that
we should be willing to import their manufactures.

(iii) To give a single department responsibility both for industrial
development and for encouraging overseas trade “implies
the settlement of conflicting objectives at departmental level
in most instances . . . Where major issues are involved and

. important conflicts of interest emerge, decisions should be
made at Ministerial or Cabinet level. In such cases Ministers
are best informed where the opposing issues involved are
represented by separate Departments”.

Treasury’s conclusion that overseas trade and industrial development
should be handled by different departments was supported by the
United Kingdom Manufacturers’ and New Zealand Representatives’
Association, the New Zealand Retailers’ Federation, the New Zealand
Wholesale Softgoods Federation, and the Associated Chambers of
Commerce of New Zealand.

(c) Need for a Single-purpose Department

69. Witnesses who favoured the separatlon of overseas trade from
the department responsible for industrial development did mnot
distinguish clearly between the argument based on conflict of interest
(set out in the paragraph above) and the argument based on diffusion
of energy. The Treasury noted, however, that “a department’s sub-
sidiary functions tend to be neglected to some extent and do not
generally attract the most talented people Responsibility for the
promotion of New Zealand’s export trade is too important to be made
a subordinate function of any department”. The New Zealand
Wholesale Softgoods Federation claimed that “the weight of policy-
content in the case of a Department of Overseas Trade justifies the
establishment of a new and separate Department”, while the Associ-
ated Chambers of Commerce considered that ““at every level far more
effective action is needed in the export field and that this calls for
an adequate and permanent Governmental adminstrative structure”.
From these passages we draw the conclusion that in considering what
form of organisation may be appropnate, we must have regard to its
capacity for effective action. :
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REVIEW OF THE ARGUMENTS

70. To deal with the last point first: we received no evidence which
would justify the conclusion that the Department of Industries and
Commerce is neglecting its function of promoting New Zealand’s
exports. The department has been increasingly active in this field
in the past few years, and the growing public awareness of the
importance of export markets may indeed bhe due in considerable
measure to the department’s own efforts. It was, however, suggested
in evidence before us that such organisations as producer boards might
not cooperate wholeheartedly in export promotion with a department
which was also fostering industrial development. Nevertheless, dis-
location must result (temporarily at least) from removing the Overseas
Trade Division from Industries and Commerce and possibly attaching
it to another department. Bearing this in mind, it is questionable
whether the increased vigour in the export drive which can reasonably
be expected to follow such a reorganisation is sufficient in itself to
warrant that move.

71. It may still be warranted, however, by the “conflict of interest”
argument. Not that all manufacture conflicts with overseas trade.
Some indeed is essential to it; many of the primary products which
provide over 98 per cent of export income are processed goods,
and the value of the processing is included in that percentage figure.
Nor do new industries necessarily jeopardise new markets; they alter
the nature and origin of imports, but the effect of those changes
on exports will vary from case to case. Nevertheless, the possibility
remains — and the submissions show that it is generally accepted —
that some types of internal industrial development could hamper
New Zealand’s efforts to open new overseas markets for its primary
produce. We think that the converse would also be recognised: that
some types of trade policy could hamper industrial development. It
follows that, at some point, the implications for both industrial
growth and trade prospects should be weighed before a decision is
made on any such proposal. We think it would also be generally
agreed that, in regard to major proposals, the appropriate point for
balancing these interests is at Ministerial or at Cabinet level.

72. As the Treasury has pointed out, “Advice tendered by a
department to its Minister usually concludes with a single recom-
mendation based on the information available and the final judgment
of the Permanent Head. In this way conflicting opinions within a
Department are resolved and the Minister is freed from the added
difficulty of considering alternative proposals based on the data
available. In most cases this is highly desirable . . .” It is, however,
Treasury’s opinion (par. 68) that the conflicts of interest between
overseas trade and industrial development are too important to be
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resolved in this fashion by a Permanent Head, and that the Minister
or Cabinet should be fully informed of them before reaching a de-
cision. We think this principle is sound.

73. The main justification for splitting Industries and Commerce
into two departments, from an administrative point of view, is thus
to ensure that the proposals of each of them are appraised by the
other, so that the Minister and the Government may make their
decisions in the light of independent advice on the industrial and
trade aspects. The onus of deciding on which issues advice should
be sought from both departments would rest on the Minister. But
cannot the Minister ensure that, on issues of major importance,
he receives advice on both the industrial and the trade aspects of a
proposal, even if Industries and Commerce remains a single depart-
ment? It is open to the Minister (or to Cabinet) to direct that, on
every substantial project for industrial development, a report be
prepared by the Overseas Trade Division. The Minister is entitled to
ask to see any such report. He may hold a conference on any such
issue at which both the Permanent Head and the head of the Over-
seas Trade Division are present. We are satisfied that, in preparing a
report or in expressing an opinion, it is the responsibility of any
officer even though subordinate to the Permanent Head, to advise the
Minister to the best of his ability, and we believe that senior officers
can be relied on to do so in an independent fashion, when their
advice is sought. It is moreover open to the Minister to arrange that
any particular proposal for industrial development be referred to
the Cabinet Committee on Economic and Financial Questions, if he
feels that an even wider scrutiny would be appropriate. Mutatis
mutandis, similar points can be made about any proposal dealing with
overseas trade. To sum up: it is the responsibility of the Minister to
ensure that both aspects are properly considered; it would continue
to be his responsibility, even if the department were split; and if he
wishes to do so, he can secure independent advice from the appropriate
specialists within a unified department.

ADMINISTRATIVE CONSIDERATIONS

74. The administrative difficulties which might arise from splitting
the department can be illustrated by considering what would happen
to an application for a licence to import machinery which could
increase the output of an existing industry or create a new one. At
present, such an application can be appraised in the department in
the light of its impact both on industrial development and on trade
(the two aspects may be almost inseparable), and a recommendation
made which in most cases constitutes the decision. If there were two
departments, each making an independent recommendation from a
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different point of view, at no level below that of Ministers could a
balanced decision be reached whenever disagreement occurred.

75. This illustration identifies the two principal administrative
problems in separating control of overseas trade from that of industry.
The first is that more matters must be taken to a higher level in
order to reach a decision. Where major issues are concerned, this
may be an advantage; according to the Treasury it is indeed one of
the virtues of the proposal that important questions could not be
decided at departmental level (par. 68 (iii)). But matters of less
importance would also be affected. To prevent their time being wholly
absorbed in settling disputes over minor matters, the Cabinet or the
Minister would have to lay down a general policy, and to authorise
some departmental officer or officers to use their judgment in applying
that policy to certain kinds of cases.

76. That being so, the better machinery from a strictly adminis-
trative point of view would appear to be a single department covering
both industry and trade. The alternative is to leave those kinds of
cases — for example, applications for licences to import machinery —
either to a department responsible for fostering local industry, or to
one responsible for overseas trade. In the former instance, decisions
would become less sensitive to the need to increase exports, expressing
in consequence an autarchic, “protectionist” attitude. In the latter,
they would become less sensitive to the need to reduce the manu-
factured content in imports, expressing in consequence an ‘‘anti-
industry” attitude. In neither is there likely to be a balanced view on
issues which do not reach Ministerial or Cabinet level, since each
department exists to promote a single objective. This is the second
main administrative problem in separating control of overseas trade
from that of industry. It is likely, moreover, to arise at many points,
reflecting the many inter-relationships (par. 67) between them. Those
inter-relationships entail, at present, liaison between the Overseas
Trade Division and the other divisions of Industries and Commerce.
Such close and continuing consultation may be much more difficult
to achieve between different departments than within a single
department.

77. It follows that, if administrative considerations are paramount,
the Department of Industries and Commerce should retain responsi-
bility both for industrial development and for overseas trade. It should
be borne in mind, moreover, that in countries such as Australia and
Canada where industrial development has progressed further than it
has in New Zealand, and where the export of primary produce is
relatively less significant, such a unified department has been found
to be both administratively desirable and politically acceptable. If
New Zealand’s development follows a similar pattern, the adminis-
trative desirability can be expected to persist, and the political opposi-
tion to diminish.
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OTHER CONSIDERATIONS

78. At the present moment, however, such a unified department is
clearly unacceptable to many groups, as is plain from the references
we have already made to the evidence we received. There are two
reasons for this state of affairs. First, New Zealand is still at a stage
of development in which the alternative ways of achieving a balance
of payments — by increasing exports, or by increasing local production
to reduce the need for imports — divide farming interests from manu-
facturing interests. The political pressures generated by this division
appear to be greater than those which occur in more highly indust-
rialised countries, where the division tends to be between the
manufacturers who produce for export and those who supply the
home market.

79. Second, the Department of Industries and Commerce is associ~
ated in the public mind with industrial development rather than
with export promotion. This is partly a result of the responsibilities
given to producer boards for export promotion, and is partly a con-
sequence of the policies pursued by the department, no doubt at the
direction of Government, before, during, and after the Second World
War. We do not say that different policies could or should have been
adopted by the Government of the time. Our point is merely that, for
historical reasons, the department is identified with industrial develop-
ment. Consequently, those groups whose interests are identified with
expanding the export of primary produce lack confidence in the
ability of the department adequately to promote those interests, and
indeed fear that its responsibilities for industrial development may
lead it to sacrifice them. :

80. It may well be that, in the long run, this is a mistaken view —
that countries which increase their mdustry, also increase their over-
seas trade. But (m Lord Keynes’s words) in the long run we are all
dead. These suspicions exist at present. They are significant for two
reasons. First, they may reduce the support which non-governmental
organisations are prepared to give to Government policies, imple-
mented by the department, to increase exports. Second, even if the
Government takes steps to ensure that on all major projects for
industrial development the views of the Overseas Trade Division are:
sought and given full weight, the suspicion may persist that this is
not being done. To separate the administration of overseas trade from
Industries and Commerce would demonstrate that the Government
was taking exporters’ interests fully into account; and it might help.
to secure their cooperation in coordinated efforts to promote export.
sales.

- 81. Tt is possible that such suspicions could be dispelled, and such
cooperation gained, in other ways — for instance, by fuller consulta-:
tion with the groups concerned, giving them confidence that their



118 CHAPTER 4

views are heard and that due account is taken of them in shaping
policy. The steps recently taken to set up a Tariff and Development
Board and a Trade Promotion Council should be of value in this
regard. To develop close contacts of this sort between the Govern-
ment and the public is, we feel, desirable in all spheres, not merely in
this one. Whether in the present case sufficient confidence and
cooperation can be achieved by such means, we are not in a position
to say.

CONCLUSION

82. It is apparent that any decision on the question of detaching
the Overseas Trade Division from Industries and Commerce depends
on the weight one gives to the conflicting considerations set out in
the preceding paragraphs. What weight is appropriate is a matter
of judgment, on which we as a Commission are not wholly agreed.
Nor do we believe that by taking more evidence we could reach
agreement ; the problem is not one of fact but of the importance one
attaches to different facts. On the one hand, the criticisms made by
the Treasury (par. 68) are strongly supported, and consequently the
separation of the Overseas Trade Division from Industries and Com-
merce is favoured. On the other, greater emphasis is given to the
administrative disadvantages of that step, and while recognising the
possibility that other considerations might properly be held to be
over-riding, it is felt that those considerations are so political in
nature that no authority short of the Government itself is competent
to assess their importance, and to weigh them against the adminis-
trative considerations. The balance of opinion among us is that, unless
in the Government’s view the confidence and cooperation of the
public require it, the department should not be split. Indeed, at least
one of us takes the view that splitting the department would effectively
prevent the balanced development of trade and industry.

A DEPARTMENT OF TRADE AND CUSTOMS?

83. Recognising, in the light of the preceding discussion, that the
Government may decide to remove from Industries and Commerce its
responsibilities for overseas trade, we have examined how this might
best be done.

84. The arguments in favour of such a course appear to us to
point to a similar separation of responsibilities at the Ministerial
level. If the issues concerned involve such conflicts of interest that
separate Permanent Heads should advise on the industrial and trading
aspects respectively, it seems logical that different Ministers should
present each side of the case to Cabinet.

85. It is vital, however, that there should be the closest liaison
between the Ministers and the departments concerned. This need
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could be met only in part by establishing machinery for inter-depart-
mental consultation. It is also important that, wherever possible,
officers in each of these departments should spend some time working
in the other department, in the same way that officers are at present
given experience in the different divisions of Industries and Commerce.
Perhaps that aim could be realised through a system of temporary
exchanges or secondments of staff. The problem would have to be
investigated by the State Services Commission in conjunction with
the Permanent Heads of the two departments, and a suitable scheme
prepared.

86. Some witnesses suggested that the necessary liaison could be
secured if a National Development Council composed of experienced
individuals drawn from commerce, manufacturing, and farming were
given some over-riding authority over the departments concerned.
In our view, while such a board or cguncil may serve a very useful
function in a purely advisory capacity (like that of the recently
established Trade Promotion Council), it must form an additional
source of advice to Government, and not be interposed between
Permanent Heads and their Ministers. Furthermore, such a high-
policy group could neither ensure, nor eliminate the need for, day-
to-day cooperation at lower levels between the departments involved.

87. If the Overseas Trade Division were detached from the Depart-
ment of Industries and Commerce, it could either be made into a
separate department, or amalgamated into a Department of Trade
and Customs. The first alternative was favoured by the United
Kingdom Manufacturers’ and New Zealand Representatives’ Associa-
tion, the New Zealand Wholesale Softgoods Federation, and the
Associated Chambers of Commerce of New Zealand. The second
alternative was favoured by Treasury, the Department of Agriculture,
and (in a modified form) by the New Zealand Retailers’ Federation.
The issues involved are easy to state: a separate Department of
Overseas Trade could concentrate on a single objective, but it would
be very small and might in consequence lack influence; whereas a
Department of Trade and Customs would carry greater weight, but
would have a wider range of purposes. Since none of these purposes
would conflict with that of trade promotion, we feel that the advant-
ages of greater size and strength are conclusive; indeed we doubt
whether a separate Department of Overseas Trade would be viable.

88. We wish to make it quite clear that by establishing a new
Department of Trade and Customs we do not mean merely incor-
porating the existing Overseas Trade Division into the existing
Customs Department. As Treasury has pointed out, “The trend in
recent years has been for the part played by Customs Department in
the field of external trade policy to recede in importance and this
development has been reflected by a loss of suitably trained and
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qualified officers”. It is our impression, moreover, that in recent years
the Customs Department has been less attractive to recruits of out-
standing ability and qualifications than was the case, for instance, a
generation ago. To link Overseas Trade and Customs would, in the
long run, remedy this situation; but in the meantime we are con-
vinced that an appreciable number of highly qualified officers would
need to be brought into such a Department of Trade and Customs
(and in particular into the policy-advising positions) when it was
first established if the requirements of overseas trade are to be given
due emphasis in interdepartmental and Cabinet discussions. The task
of designing and staffing the new department would of course be one
for the State Services Commission.

89. Any such Department of Trade and Customs should have the
primary but not the exclusive responsibility for overseas trade policy,
including trade relations, trade promotion, import licensing, and
tariff policy. The responsibility could not be exclusive, since so many
trade questions impinge on the work of such departments as External
Affairs, Treasury, Agriculture, and Industries and Commerce. The
existing inter-departmental machinery for determining policy — the
Cabinet Committee on Economic and Financial Questions, with its
Officials Committee and Working Party — provides an opportunity
for all departments affected to exchange views in the course of
tendering advice to Government. We are sure that this is a valuable
opportunity. The machinery appears to work smoothly, and we
recommend no change in it.

90. A further question, however, needs to be considered. It was
suggested in evidence that it is unnecessary and wasteful for each
of these departments to contain a section dealing with trade matters,
and that the staff concerned should be transferred to the department
primarily concerned with trade policy. On reflection we consider
that the balance of advantage may well lie with leaving these sections
where they are. For example, we think it useful that there should be
an economic unit in the Department of Agriculture. It would be
proper for such a unit to concern itself, in part though not exclusively,
with overseas trade problems, for two reasons. First, it would assist the
department’s spokesmen to present the agricultural point of view
more effectively in the inter-departmental discussions on overseas trade
to which we have just referred. Second, and perhaps more impor-
tantly, it would help the department to appreciate the trends in
overseas markets which may require significant changes in our pattern
of primary production and processing, and to modify its domestic
policies accordingly. Similar arguments apply to the other depart-
ments concerned. We recognise, indeed, that the Department of
Industries and Commerce would certainly need an economic unit of
this sort if the Overseas Trade Division were detached from it.
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RECOMMENDATIONS

We recommend that :

(28) Early consideration be given by the Government to
the issues raised in paragraphs 70-82, to determine
- whether the Overseas Trade Division is to remain
within the Department of Industries and Commerce.

(29) In the event that it be decided to detach the Over-
seas Trade Division from the Department of Industries
and Commerce, a new Department of Trade and
Customs be established, as outlined in paragraphs
87-90.

DEFENCE

91. The need for coordinating (or even amalgamating) the Navy,
Army, and Air Departments was extensively discussed. It was
generally accepted that the coordinating mechanism needs to-be
strengthened, though there were wide differences of opinion about
the degree to which present machinery is inadequate, and about the
form which improvements should take.

92. Each of the Service departments, Navy, Army, and A1r is at
present constituted by statute to include both the armed forces and
civilian staff. Each is placed under the administrative control of a
Service Board consisting of the Minister of Defence as chairman;
three or four serving officers, and a civilian secretary. A Chiefs-of-
Staff Committee, consisting of the three Chiefs of Staff, stands
beside the Service Boards and has the prime responsibility of advising
the Minister of Defence on matters of defence policy common to the
three Services. The Secretary of External Affairs usually attends
meetings of the Chiefs-of-Staff Committee but is not a member of
it. Other senior officials, such as the Secretary to the Treasury, may
be invited to attend for specific matters. The committee is sup-
ported by a number of other joint-Service committees on matters
dealing with, for example, personnel administration, supply and
logistics, plah'ning, and intelligence. It has a small secretariat of
serving officers who are attached to the Prime Minister’s Depart-
ment. Finally, both the Treasury and the Department of External
Affairs maintain important sections concerned with defence, the
former not only dealing with the financial implications of defence
expenditure, but also advmnv the Government on proposals affecting
pay, allowances, and condmons of service in the Armed Forces. The
defence section of External Affairs Department is primarily con-
cerned with the international aspects of defence, New Zealand’s

treaty obligations, and the coordination of defence with oversea.s
affairs. ‘
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93. It seems that the future departmental structure of the Service
departments cannot be considered properly without some view of
the role of the Services themselves. There is unanimous agreement
that in any future hostilities, New Zealand Services will most likely
not fight alone but in close partnership with the forces of allied
countries, especially Australia. The outstanding question is: in any
such operations, would units of the three New Zealand Services
be combined into more or less self-contained national units of a
commando type, or would each of the New Zealand Services combine
with its Australian or allied counterpart? The latter seems the more
probable. In that case, there are limits to the extent to which the
three New Zealand Services can be fused into a single integrated
whole at the national level. And if that be so, there are probably
limits, too, to what could be accomplished by fusing their three
civilian staffs into a single national Defence Department. In other
words, the problem must be seen (for the present at least) as one of
improved coordination rather than of amalgamation.

94. New Zealand’s defence commitments have greatly expanded
since the Second World War. In 1938-39, £2% millions were spent
on defence; now the annual figure is roughly £29 millions. There are
12,500 men in the permanent Armed Forces, and about 3,000
civiltan staff in the three departments, a total of over 15,000 (ex-
cluding territorial forces). In March 1939 the total was less than
2,300. New Zealand’s overseas commitments are no longer deter-
mined exclusively by the policies of the British Government. More-
over, defence is merely one area in which New Zealand is develop-
ing independent external relationships. For these reasons decisions
on higher defence policy must continue to be made in Cabinet.

95. Although the Minister of Defence holds an important port-
folio, the Prime Minister is required, both in peace and war, to take
a close interest in higher defence policy. In conferences within and
outside. New Zealand he is involved in frequent discussions on
defence topics. There are as well other Ministers who are necessarily
concerned with such matters. Thus there has for many years been
a Cabinet Committee on Defence. Its importance and effectiveness
have varied from time to time. It is for the Prime Minister to decide
to what extent this committee should be used; but we think it of great
potential value, as it permits a frank exchange of views among
Ministers and senior officials of the various interested departments.
It was urged upon us (and we agree) that the Prime Minister
should if possible be chairman of the committee. If not chairman, he
should certainly be a member, and the Minister of Defence be
chairman. The Ministers of IFinance, External Affairs, and Labour
might well be among the other members.
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96. The Minister of Defence, the sponsor of most of the matters
going to the Cabinet Defence Committee, can himself achieve some
coordination among the three Service departments since he is re-
sponsible for each of them singly. He is assisted by the Committee
of the Chiefs of Staff through which efforts are made to bring
together the various Naval, Army, and Air Force proposals into a
common programme .of defence. However, we gained a clear im-
pression that, on the most important issues of national defence and
their implications for the allocation of expenditure between the
three Services, the Minister has been left too often to resolve major
issues without the benefit of all necessary advice. For no matter how
excellent the advice about the needs of the individual Services, he
does not always receive a general and unified evaluation of the
political and military aspects of national defence. Such an evaluation
should take account of diplomatic and of budgetary considerations
and should be designed to assist in fixing priorities in defence
spending and in allocating finance among the three Services. The
Minister is consequently less a Minister of Defence than a Minister
for the Navy, the Army, and the Air Force.

97. This is not to say that the Government lacks information on
the diplomatic and financial aspects of higher defence policy. We
have already noted that there are defence sections both in External
Affairs Department and in Treasury. These sections advise their
respective Ministers on these matters, particularly when the Budget
is being prepared. The weakness is that Cabinet or its committee has
to hammer out a unified defence policy based on advice from at
least five different departments. Machinery for coordinating officials’
views on higher defence policy should be ;strengthened to eliminate
this weakness.

98. The organisation chart in table 8 (p. 124) illustrates our
recommendations for the coordination of defence. The Officials
Committee, the Chiefs-of-Staff Committee, and the Department of
Defence to which it refers are dlscussed in detail in subsequent

paragraphs.

AN OFFICIALS COMMITTEE

99. We recommend that an Officials Committee should be set
up to investigate, examine, and report upon such matters as may be
referred to it by the Cabinet Committee on Defence. It should
consist of the Secretary of Defence (referred to in paragraph 103)
as chairman, the three Chiefs of Staff, the Secretary to the Treasury,
and the Secretary of External Affairs. If this commitee were estab-
lished there would no longer be any need for the Secretary of
External Affairs or other civilian officials to attend the meetings of
the Chiefs-of-Staff Committee.
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CHIEFS-OF-STAFF COMMITTEE

100. It is no disparagement of the professional competence of the
Chiefs of Staff, or of the Chiefs-of-Staff Committee, to suggest that
their outstanding ability to advise on military matters does not
necessarily make them the best qualified to reconcile other vital
interests with purely military aspects. Nevertheless, the present status
of the Chiefs-of-Staff Committee should be maintained; it should
continue to enjoy the right of direct access to the Minister of Defence
(and, where necessary, to the Prime Minister) and to express a
military judgment on all defence proposals.

101. Some witnesses advocated the appointment of an independent
chairman to the Chiefs-of-Staff Committee as is the practice in
the United Kingdom and Australia. While we see some advantages
in this practice, we are not convinced that such an appointment is at
present necessary in this country.

DEPARTMENT OF DEFENCE

102. The machinery for coordination among the three Forces,
and among the military, diplomatic, and financial departments, has
developed since the Second World War. It is not as extensive in
New Zealand as it is in other Commonwealth countries with similar
defence commitments. There are, of course, important differences
between New Zealand and Australia, Canada, or the United King-
dom, not only in the scale of defence expenditure but also, for
example, in defence industries, and in defence research. Merely to
copy their defence machinery in detail would therefore be unwise,
and unnecessarily expensive. It is significant, however, that in each
of these overseas countries (and in others) an organisation (variously
called a “department” or a “ministry”) has been established to
study national defence requirements in a continuing way, and to
recommend defence priorities and programmes, not only from a
purely military viewpoint, but from political and economic view-
points which must affect strategy. There is need in New Zealand
for such continuing study and widely based recommendations.
Allowing for the differences in size of 'country, they could be achieved
in our view with only a very small increase in staff, prov1ded that
there is some reorganisation.

103. We recommend the establishment of a Department of De-
fence under a senior official to be known as the Secretary of Defence.
We further recommend that this Department should :

(a) Advise the Minister of Defence on defence commitments, the
broad programme of defence expenditure for the present and
the immediate future, and the allocation of defence funds
among the Armed Services:
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(b) Advise the Minister on matters of joint-Service activities,
integration, and conditions of service in the Armed Forces:
(c) Provide staff and facilities for joint-Service activities,
especially to serve the Chiefs-of-Staff Committee and any
committees attached to it.
It would be for the Minister of Defence to issue the instructions
which would make these functions effective and to ensure that the
Department of Defence is given essential information and kept
advised of all proposals with which it should be concerned. Much of
this information would, of course, come to the notice of the officers
of the Defence Department automatically, in consequence of their
membership of various inter-Service committees; and we note
in passing that it is in part this fact which makes a small coordinat-
ing department practicable in this field, whereas it would probably
not be so in, for example, the field of Transport (par. 39-45).

104. Most of the people needed for this new department are
already engaged in similar work in the Defence Secretariat in the
Prime Minister’s Department and in the defence sections of the
Treasury and External Affairs Department. (Navy, Army, and
Air departments do some of the secretarial work for the joint-Service
committees.) We do not suggest that the defence sections in the
Treasury or in External Affairs Department would no longer be
needed after a Department of Defence is established. Both depart-
ments will have to maintain an interest in defence matters to be able
to advise their own Ministers. But some adjustment should be
possible when the Department of Defence is established. The present
Defence Secretariat would move completely to the new organisation,
and the secretarial work now being done by the departments could
be taken over with appropriate staff. The Secretary of Defence
would be a new appointment, and some extra staff would be needed.
Nevertheless, we expect the increase to be small.

105. We have outlined what we think the new Department of
Defence should do. We stress that there is nothing novel in our
proposals. Similar organisations in the United Kingdom, Canada,
and Australia do similar work — which, in general terms, covers the
formulation of a unified national defence policy, and is dis-
tinguishable from the implementation of that policy by separate
Armed Services departments. Experience overseas has shown that
such a distinction is not only valid and practical, but essential. We
see no reason why a Department of Defence cannot be added to
the present machinery of government concerned with defence with-
out encroaching unreasonably on the functions of the present
departments and Service Boards. With a good Secretary of Defence,
the organisation should show a return in efficiency justifying the
cost of its establishment, and this improved efficiency should be
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reflected in better advice and information to the Minister of Defence
and, through him, to Cabinet. Two of the Service Boards, the Public
Service Commission, the Treasury, and the Department of External
Affairs supported the general proposal for a small Department
of Defence.

INTEGRATION

106. The evidence on the question of integration was sharply
divided. The more we examined this evidence the more we became
convinced that integration of either the Armed Services or their
civilian staffs cannot profitably be discussed in the broad terms of
complete amalgamation. Any proposals for integration must be
examined in particular areas of activity which the three Services
have in common. If, as we propose above, the machinery for co-
ordination is strengthened, there would be a basis for integration to
the extent found desirable and practicable. There are activities
which would be better and more economically undertaken by the
three Services together or on the basis of one prov1d1ng facilities for .
the other two. It is not our intention to investigate in detail these
activities since we believe that they are matters for continual review
by some such body as a Department of Defence rather than for
the occasional attention of a Royal Commission. We therefore
recommend that the questions of integration and joint use of services
be kept under constant study. Not only would the establishment of
a Department of Defence give impetus to the examination of the
possibilities of integration; it would also make it easier for the
Minister to appreciate those possibilities. We stress however that while
this should be an important part of the work of the department, its
main work must be to keep the Minister advised on matters of
broad defence policy.

RECOMMENDATIONS

We recommend that :

(30) The Cabinet Committee on Defence be retained
(preferably with the Prime Minister as chairman)
supported by an Officials Committee chaired by a
Secretary of Defence and including among its mem-
bers the Secretary to the Treasury, the Secretary of
External Affairs, and the Chiefs of Staff of the Armed
Services. The Officials Committee should investigate,
examine, and report upon such matters as may be
referred to it by the Cabinet Committee on Defence
(par. 95, 99). -
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(31) The Chiefs of Staff Committee be retained with the
right of direct access to the Minister of Defence (and,
where necessary, to the Prime Minister) to express a-
military judgment on all defence proposals (par. 100).

(32) A small Department of Defence be established under
a Secretary of Defence to:

(a) Advise the Minister of Defence on defence
commitments, the broad programme of defence ex-
penditure for the present and the immediate future,
and the allocation of defence funds among the
three Services:

(b) Advise the Minister on matters of joint-
Service activities, integration, and conditions of -
service in the Armed Forces:

(c) Provide staff and facilities for joint-Service
activities, especially to serve the Chiefs-of-Staff Com-
mittee and any committees attached to it (par. 103).

(33) The possibility of integrating some of the activities
either of the Armed Forces or of the civilian staffs
should be kept under constant study by the Minister
of Defence advised by the Service Boards and the

¢+ Secretary of Defence (par. 106).

SCIENTIFIC RESEARCH

107. The necessity for scientific research calls for no emphasis.
Nor does the fact that New Zealand is caught by this necessity and
must conduct research of its own, particularly in relation to its own
industries, notwithstanding the aid which it can and does receive
from research carried out in other countries. It was thus inevitable
that we should hear evidence relating to some of the problems of
scientific research in New Zealand especially as nine-tenths of
its cost is now borne by the State. Witnesses representing a number of
scientific societies made some forceful adverse criticisms of the con-

duct of research in this country. These criticisms were supported in

many details by the evidence of the Secretary of the Department of
Scientific and Industrial Research (“D.S.L.R.”).

108. These criticisms may be briefly summarised :

(a) Scientific research is being held back in New Zealand primarily
by insufficient financial support from the State. Too small a
part of the gross national product is given over to such research
(for some years 0°35 per cent compared with usually more
than 2 per cent in Western countries with high standards of
living). The State must increase its aid if New Zealand is to
maintain its national prosperity.
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(b) There are not enough competent scientists. to carry ‘out the
required research.

(c) The present organisation of SClCIltlﬁC research in New Zealand:
has some avoidable weaknesses.

109. The first of these criticisms is in the main outside the scope of
our inquiry. It is not for us to say to what extent, or in what manner,
the Government should support scientific research. We must, however,
investigate whether the existing machinery enables the Government
to secure proper advice about the financial and other needs of
scientific research, how available money can best be spent, and
whether or not research in New Zealand is properly coordinated.
We shall consider these matters when we discuss the third criticism.

110. The second criticism also lies in part outside the scope of our
inquiry. To the extent that the lack of competent scientists is attribu-
table to a failure to train sufficient young people in the sciences (as
the evidence indicates it is in some substantial measure) the matter
does not directly concern us. But we are concerned if New Zealand
is losing too many qualified scientists because of inadequate con-
ditions of employment (as was suggested by some witnesses), and
we shall refer to these conditions in various parts of our report.

111. The third criticism deals with matters which lie wholly within
our inquiry. We are obliged, because of the tremendous importance
of scientific research today, to give them especially careful considera-
tion. ' '

COORDINATION OF RESEARCH

112. The Council of Scientific and Industrial Research (“the
Council”) expressed itself as being ‘“deeply concerned about the
coordination of research on a national basis”. It said further that:

. . the major weakness of the present procedures lies in the lack

of a central authority charged with the responsibility of advising

Government on the establishment of priorities and the coordination
~ of research programmes on a nauonal basis.

The Royal Society of New Zealand urged the cstabhshment of a

: . coordinating administrative body in the form of a research
council, to formulate policy, allocate finance and receive moneys
from Government and outside organisations, and generally coordinate
the activities of the many organisations [involved in research].

This need for greater coordination received support from a number
of witnesses including the Secretary of D.S.I.R.

-113. The Council was first established by section 6 of the Scientific
and Industrial Research Act 1926 (now section 8 of the 1952 Act).
It consists of a chairman and not less than eight other members
appointed by the Governor-General, no more than two of whom may
be officers employed in the service of the Government. The term
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of appointment is not to exceed four years but members may be
reappointed. The Council’s functions are purely advisory though it
exercises, in addition, a general supervision over the work of D.S.L.R.
Its chief duties are to consider and report to the Minister in Charge
of Scientific and Industrial Research on scientific aspects of all
proposals made to D.S.I.R., to submit annually a programme for the
scientific institutions and services under the control of D.S.I.R., to
make recommendations about the expenditure of money by D.S.I.R.
in grants for scientific research, and to advise the Government on the
scientific aspects of any proposals made by other departments of
State and referred to it for its consideration. It is serviced by D.S.I.R.

114. The evidence establishes that the Council has functioned
effectively in relation to the operations of D.S.I.R. However, it has
not effectively discharged its function of advising on proposals made
by other departments, because almost no proposals made by other
departments of State have been referred to it for consideration. This
has limited very markedly the Council’s effectiveness in advising the
Government on the priorities and coordination of a national research
programme.

CONDUCT OF RESEARCH IN NEW ZEALAND

115. Several State departments, the universities, and a number of
other organisations in New Zealand are engaged in scientific research.
The Secretary of D.S.I.LR. presented a table setting out the estimated
expenditure on scientific work in New Zealand for the year ending
31 March 1962 —£4,813,000 (Appendix 7). This appendix shows
the large number of various organisations engaged on scientific
work, the interrelations among them, and their interrelations with
other non-scientific bodies. (The universities, for example, draw
their funds from many different sources.) It also demonstrates that
scientific work, as distinct from technology, is a very marginal interest
(judged by percentage of vote devoted to science) in many depart-
ments which include scientific work in their annual estimates. As
accurate figures are often not available, it has been necessary to
estimate substantial sectors of expenditure. It is claimed, however,
that the figures shown are of the right order of magnitude.

116. These figures do not include any amounts for engineering or
technological servicing work performed by such departments as the
Post Office, Railways, or Works. The figures do however include
scientific services provided by D.S.ILR. for many departments (for
example, Agriculture, Health, Mines, Police, Works), for certain
State agencies (for example, the New Zealand Steel Investigating
Company), and for some local bodies. Such services absorb approxi-
mately £250,000 of the annual D.S.I.R. vote and generally no charge
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is made. Recoveries from industry and other sources. total approxi-
mately £60,000 a year. But this money is paid directly into the
Public Account; which means that D.S.I.LR. cannot use it to offset
the cost of providing such services..

117. An examination of the table makes it clear that D.S.I.R. is
the major State agency for scientific research in New Zealand. It
engages in research in many fields, and, through its vote, grants
are made to universities and non-State research agencies. It is also
clear that some other State organisations spend large amounts of
money on research.

118. Coordination within D.S.I.R., and between it, the universities,
and other bodies assisted by its grants, is sought through the Council
and through the membership of the Secretary of D.S.I.R., or his
nominees, on the various research committees (for "example, the
University Research Committee, the Management Committees of
the Research Associations, and the Cawthron Institute Board).

119. But coordination of these research programmes with the pro-
grammes of other State departments which do not come under the
purview of the Council is much less definite and is largely informal
and inadequate. This is especially true in the overall field of agricul-
tural research where soil, plant, and animal relationships are covered
in both D.S.ILR. and the Department of Agriculture, with main
stress on soils and plants in the former and on animals in the latter.

120. The Council, though it urges better machinery for coordina-
tion, considers that at present there is little unjustifiable over-lapping
between the research programmes of the different State departments.
But not all of the evidence which we have heard leads to that
conclusion, and some points plainly to undesirable duplication.

Proposal for a National Research Organisation

121. The Council recommended the establishment of a National
Research Organisation into which would be gathered the main
research functions of the Government. It would be a statutory body
employmg its own staff, making an annual report to Parliament, and
receiving an annual appropnatlon of funds. It would be administered
either by (a) an executive National Research Council responsible to
its. own Minister (the Prime Minister or a Minister for Science),
or (b) its own executive responsible to the Minister (as the Secretary
of D.S.I.R. is now) with an advisory National Research Council. The
Council of Scientific and Industrial Research prefers the former of
these alternatives; the Secretary of D.S.I.R., the latter. The duties
of the National Research Organisation would be, in general, to plan
and coordinate research on a national basis, to initiate and carry out
all research required by the Government, to make grants in aid to
other organisations, to provide the scientific services required by State

5%
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departments or other organisations, and to act generally as an adviser
to the Government on scientific and technological matters. It would
thus be both executive and advisory. In its executive functions it
would undertake the scientific research at present carried out by the
departments of Scientific and Industrial Research, Agriculture,
Forestry, Internal Affairs, and Marine. Any research that would
still need to be undertaken within a State department would be
carried out by officers seconded from the National Research Organisa-
tion. In its advisory functions it would replace the existing Council
of Scientific and Industrial Research.

122. We strongly believe that greater coordination is necessary and
that the functions of the existing Council and the use made of them
need to be considerably extended. The conception of some kind of
advisory National Research Council therefore commends itself to
us, and in the next paragraph we shall recommend accordingly. But
the Council’s' proposal for a National Research Organisation goes
further, and entails the consolidation of all State research within a
single agency. We shall discuss this aspect in paragraphs 133-137.

123. It is apparent that the Council of Scientific and Industrial
Research has been considered by departments (and even perhaps by
Ministers) as merely a body promoting D.S.I.R. As a result, it has
sometimes been viewed with suspicion. So that it can act as the
advisory machinery which we are convinced the Government re-
quires, and so that full use can be made of it, we recommend that
it be reconstituted as a National Research Council consisting of,
(i) not fewer than five members appointed by the Government,
among whom should be the chairman and the deputy chairman ; and
(ii) four official members representing D.S.I.R., the Department of
Agriculture, the Department of Industries and Commerce, and the
Treasury. It would increase the effectiveness of the Council if it were
responsible to a Minister of Science who should also be Minister
in Charge of D.S.I.R. The Minister should be a member, and possibly
chairman, of a Cabinet Research Committee which could include
the Ministers of Finance, Agriculture, and Industries and Commerce,
and which could deal with the financial provision for a research
programme in much the same way as the Cabinet Works Committee
now deals with the works programme. The National Research Council
should be serviced by D.S.I.R.

124. The suggested inclusion of departmental officers in the
National Research Council should help to reconcile departments to
its extended influence. Treasury’s representation is particularly desir-
able. Various witnesses complained to us of an alleged lack on’the
part of past Governments of proper appreciation of the financial
needs of scientific research. Some blamed Treasury for this. Its
presence in the National Research Council should enable those needs
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to be better understood by those responsible for advising the Govern-
ment in financial matters and, at the same time, should enable the
other members of the Council to see their needs against the back-
ground of the general availability of Government finance. We con-
template that departmental proposals for the extension of research
would be submitted to the Council following a procedure similar to
that operating in the preparation of the works programme. The
establishment of a Cabinet Research Committee (which should need
to meet only once or twice a year) including the Ministers of those
departments which, outside D.S.I.R., are likely to be most concerned
with scientific research, should lead the Government to treat the
Council as its national scientific adviser and to ask for advice knowing
that it will not be unduly persuaded to the case of any one particular
department or organisation. At present, the Minister of Agriculture
is no doubt the Minister most deeply concerned. There would be
advantages in having a common Minister for Science and Agriculture.

125. The advice which could be given to the Government by such
‘a Council would cover, at least:

(a) The overall needs of research in New Zealand, taking into
account the scientific and technological needs of New Zealand
industries and the utilisation of national resources.

(b) The planning and coordinating of research on a national b_asis,
including :

(i) The allocation of available funds (including grants in
aid) among research projects or organisations:

(if) The avoidance of "duplication and overlapping in re-
search:

(iii) The award of studentshlps and fellowships, and the
encouragement of the training of research workers:
~ (iv) The association of the Government with industry in
the promotion of fundamental and applied research:

(v) The promotion of research associations.

(c) The maintaining of liaison with other countries in matters of
scientific research.

126. Provision should be made in the legislation establishing the
National Research Council for the receipt and use of bequests
(including endowments) for scientific work. We were told that at
present any mioney so received must be paid into the Consolidated
Fund. This naturally dlscourages gifts from outside sources, for
valthough the money given may in fact be used for the intended pur-
pose, that may not be seen to be so. We consider that the Council
should be entitled to receive gifts and to use them in the development
of research. Such gifts should not in any way reduce the State’s
liability to contribute to research, and the Council should endeavour
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to ensure that if moneys from these gifts are made available to State
departments for some special research programme, the payments are
received upon the condition that the departmental vote is not reduced
as a consequence.

127. Two further and related questions were raised by the Council
of Scientific and Industrial Research and supported strongly by
some, but by no means all, of the scientists who came before us.
These were (i) whether all major research now conducted in depart-
ments of State should be consolidated within one organisation, and
(ii) whether D.S.I.R. should be converted from a department into
a statutory corporation. For reasons which will be apparent later, it is
more convenient to deal with the second of these first.

A DEPARTMENT OR CORPORATION ?

128. The witnesses supporting the transformation of D.S.I.R. into
a statutory corporation advocated one broadly similar to the Com-
monwealth Scientific and Industrial Research Organisation- in
Australia. Such a corporation, they contended, could be organised
and administered more flexibly than a purely departmental organisa-
tion would allow. This flexibility would encourage the recruitment
and retention of really able scientists. This view was supported by
the Secretary of D.S.I.LR., though some of his officers, including
senior scientists, favoured the existing departmental structure.

- 129. The main difficulties alleged to be associated with research
in a Public Service department are :

(a) The present form of the appealb system can make it difficult or
impossible to appoint the best qualified applicant, especially
if he should be outside the Public Service.

(b) There are certain practices associated with the promotion

. system (for example, personal reports marked to a rigid distri-

bution curve, and the publication of classification lists) which
are irritating and inappropriate.

(c) The principle of relativity in salary rates among different
sections of the Public Service holds scientific salary scales for
outstanding men below world parity. It is difficult, therefore,
to retain these men in New Zealand.

(d) The Public Service system is not designed to deal with the
outstanding man. It is based on limited rates of promotion and
on maximum salaries which are less than those paid overseas.

‘(e) Treasury and stores control are particularly frustrating to
scientists intent on research.
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It was claimed that a statutory corporation could eliminate these
difficulties and it was pointed out that many Government research
organisations overseas are constructed in that form.

130. We accept that it seems more difficult to recruit and retain
outstanding professional men in a department than in a more auto-
nomous statutory corporation. The distinguished professional man is
resentful of irritating restrictions. His training and his cast of mind
tend to make him independent in outlook and somewhat intolerant
of rigid control. And controls seem to be more rigid in a department
than in a corporation. However, it is apparent that the Public Service
Commission has already gone a long way towards meeting the
difficulties of scientific officers in the Public Service in the matters
mentioned. No doubt the difference between salaries paid to scientists
in the New Zealand Public Service and those paid overseas still exists,
and hinders retention. But this difference is not wholly a result of the
departmental structure. It is not only in State-employed scientific and
other professional groups that salaries are lower in New Zealand than
in some countries overseas. We believe, however, that if our recom-
mendations for greater freedom and autonomy in departments, classi-
fication by occupational groups, appeal rights, and salary fixation are
accepted and put into operation, the difficulties complained of should
at least be further reduced, perhaps greatly so. We should add that
even if a corporation were established the Government might still
wish to maintain reasonable control over the salaries paid to the
corporation’s officers, and that the formation of a corporation docs
not necessarily avoid other Governmental controls. -

131. We have already recognised the fact that many scientists seem
happier outside a departmental structure. It seems, too, that there is
a special need in a research organisation to select and promote rapidly
young men in whom the management has confidence. To gain the
best results, it is often necessary for the management to support its
judgment by promoting particular persons in special ways. Again,
there is sometimes a need to free the organisation of officers who,
though reasonably competent, have failed to produce the results
expected of them and who would be better employed in a different
organisation. These results can probably be more easily obtained
in a corporation, and to some extent that is an argument in favour
of a corporation.

'132. Nonetheless we conclude from the matters we have dlscusscd
that the evidence does not justify the destruction of the departmental
identity of D.S.I.R. and the conversion of the department into a
statutory corporation as long as research is fragmented among a
number of departments. In particular, the re-creation of D.S.I.R. as
a corporation while research officers are spread over many depart-
ments of State would lead to differences in conditions of employment
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which would outweigh any balance of considerations which might lie
in favour of corporation structure. If, however, a decision is made
to assemble all major research conducted by the Government into
orie organisation, the case for a statutory corporation may be very
much stronger. It is necessary, then, to consider whether we should
recommend the gathering togéther of all that research mto one agency
of the Government. ’

CONSOLIDATION OF GOVERNMENT RESEARCH

133. Many eminent scientific witnesses considered the present system
of spreading research among departments wasteful, and conducive
to inadequate direction. They advocated unification within D.S.L.R.
or a National Research Organisation. This was the official view of
the Council and of D.S.I.R. Opposing this view were other scientists
(some from D.S.LR. and, more particularly, the Department of
Agnculture) who considered this course undesirable and impractic-
able in a New Zealand setting. ’

134. The problems involved in this question are obviously most
complex and would require detailed investigation in the departments
and sections involved. It would be necessary, first, to distinguish
“fundamental research” from extension and servicing work, and to
decide on which side of the line each of the various branches of
“applied research” should fall. It would then be necessary to decide,
for each branch of research which it is proposed to transfer, whether
the advantages to be gained from consolidation would be offset by
increased difficulties in extension and servicing work. There seems to
be general agreement that a close working association must be main-
tained between research and production. Whether any specific trans-
fer of research from one department to another would hamper this
close association is a question which (in our view) cannot be answered
in terms of broad principle. It needs careful and detailed investigation
of the present and prospective lines of communication between the
producers and the research workers concerned. _

135. We lean in favour of the consolidation of Government re-
search, particularly in agriculture, but the question is obviously one
on which we should not make a firm recommendation, not only
because of the detailed investigation needed but also because it raises
issues about which only a body having strong scientific reprcsentatlon
in its membership could express a confident and useful opinion. We
are not such a body and any recommendation which we might make
could be harmful. Though these issues call for specialised considera-
tion, the question finally is one of the allocation of functions in the
machinery of government, a matter which we have already said is
properly the function of a State Services Commission to advise upon.
We recommend therefore that this whole question of the consolidation
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of scientific research now conducted within State departments be -
taken up by the State Services Commission. As that Commission will
not itself have the necessary scientific knowledge, this will be a
proper case for it to establish a special advisory body composed of
select and suitable persons. (We have recommended this general
procedure in Chapter 3, paragraph 57.) The State Services Com-
mission would, no doubt, seek to have included in the advisory body
the members of the proposed National Research Council, or a sub-
committee of them, supplemented if necessary by such other scientific
personnel as may be wanted. We do not wish it to be thought,

however, that we consider that the problem is necessarily one for
scientists alone. The primary industries and others closely. affected (or
who have special knowledge) must be wnsxdcred when thc advxsory
body is constituted.

136.If the advisory body Wthh we have suggested in the preceding
paragraph is established, it should be asked, in the event of it recom-
mending ‘consolidation of research, to go further and consider whether
the organisation wherein the consolidated research is to be conducted
should follow the form of a State department or a statutory corpora-
tion. S BT .

137. While we have recommended that the consolidation of Govern-
ment research and, if necessary, the constitution of D.S.LR. be
investigated by a special body set up to advise the State Services
Commission, we consider it impracticable to.conduct such an inquiry
in the immediate future. It is not only necessary that the State
Services Commission and the National Research Council be first
established ; it is also important, we think, that the National Research
Council be given an opportunity to effect such improvements as may
flow from its closer coordination and improved planning of scientific
research. Only then will it be possible to see what further advantages,
if any, might be gained by administrative consolidation. The State
Services Commission should in the meantime conduct such studies -
(for example, about the nature and frequency of contacts between
scientists and extension officers) as may be necessary in preparatxon
for an mqulry

RECOMMENDATIONS
We recommend that :

(34) The present Council of Sc1ent1ﬁc and Industrial Re-
search be replaced by a National Research Council
with the membership described in paragraph 123 to
advise the Government on the needs, planning, and
coordination of national research (par. 123-126).
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(35) The Government consider the advisability of appoint-
ing a Minister of Science, who would also be the
‘Minister in Charge of the Department of Scientific
and Industrial Research, and a Cabinet Research
Committee which would include the Ministers of

- Science, Finance, Agriculture, and Industries and
Commerce and which would deal with the financial
provision for a national research programme (par.
123). ,

(36) The National Research Council be empowered to
accept and disburse bequests for scientific work (par.
126).

(87) The State Services Commission be instructed to in-
vestigate at the appropriate time (preferably with the
help of a select: expert committee) (a) whether
research should remain distributed among many
Departments of State, or whether it should be the
responsibility of a single agency; (b) if a single agency,
whether this should be a department or a statutory
corporation (par. 135-137).

VALUATION

138. Two distinct proposals were made concerning the Valuation
Department and Crown valuation work. One does not convince us;
the other appears to have considerable merit.

AMALGAMATION WITH LANDS AND SURVEY DEPARTMENT

- -139. Sir William Dunk thought that the Valuation Department and
the Department of Lands and Survey should be amalgamated, on
the general principle (so it would appear) that small separate depart-
ments are more costly than large. However, there seems little affinity
in the work of those particular departments. None of the witnesses
were prepared to support the proposal; and in evidence the Valuation
Department was mentioned only in the context of whether it should
undertake all Crown valuations.

140. We share the view of the 1912 Hunt Commission that a
valuation department is more effective if it is an independent depart-
ment. The Land Valuation Court seems to be of a similar opinion,
and in a judgment (D. to G, 2 June 1949) states that, in the interests
of justice, if valuations submitted by the Crown are made by a
department, then that department should be dissociated from depart-
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ments concerned with State lending, and with buying and devéloping
land. We consider therefore that the Valuation Department should
remain separate.

A CENTRAL VALUATION AUTHORITY

141. It was argued by the Public Service Commission that a Central
Valuation Authority should be established; that is, all State valuations
for all purposes should be made by the same body. In our view, much
more than the nucleus of a Central Valuation Authority already exists,
for the Valuation Department already makes most of the valuations
needed by State departments and local bodies. The main exceptions
are the rural and urban valuations of the State Advances Corporation
and the rural valuations of the Lands and Survey Department. These
are made by officers of the departments concerned. '

142. Thus, the narrower (and real) issue is whether the corporation
and the department should have their particular valuations supphed
by the Valuation Department as other departments do. This issue
was studied in 1947 by a special committee which recommended
among other things the centralisation of all State valuation work.
None of the committee’s recommendations was implemented.

143. Submissions made to us in support of a Central Valuation
Authority rested on the saving in field staff, saving in travelling
expenses, and reduction of administrative costs. Submissions against
came mainly from the State Advances Corporation and Department
of Lands and Survey who contended that : '

(a) There would, in fact, be no saving in staff, because the Valua-~
tion Department would need more staff to handle the extra
work :

(b) Delays in transmitting valuation requests would cause meﬁ‘ia-
ency:

(c) Field officers of the Corporation and the Lands and Survey
Department had special knowledge of land development,
particularly of country being developed. Thus they could more
easily and equitably fix values for this land.

144. The issue divides itself into two parts: the one concerns rural
valuations carried out as the first step in land development; the other
concerns urban valuations carried out by the State Advances Corpora-
tion as a prereqmsne to home finance, or fixing sale or rental value of
State houses. '

Rural Valuatzons

145. The original assessment of value and the later after-care work :
are intimately connected. The two parts of a process of land develop-
ment cannot practicably be split. Witnesses including the Valuer-
General stressed the need to have the valuing officer available to -
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supervise after-care work, and that this need could be best met by
having the valuing officer employed by the department which was
responsible for developing the land, or for making loans on it. The
close link between valuation and after-care work seems so well
evidenced that we recommend that the State Advances Corporation
and the Lands and Survey Department retain their rural valuation
staff if they wish to do so.

Urban Valuations

" 146. None of the objections in paragraph 143 can be sustained in
respect of urban valuations. Most urban work is already done by the
Valuation Department which values almost all real estate in New
Zealand once in every five years, and inspects records and compiles
values of all properties, including those separately valued by State
Advances Corporation. It already gives a valuation service to other
lending organisations. The Valuer-General considered that his depart-
ment could undertake all Crown urban valuation work completely
and promptly. This would entail transfer of some present Corporation
staff to the Valuation Department.

"~ 147. We consider that counter-arguments (a) and (b) in para-
graph 143 cannot be upheld. We therefore see advantages in trans-
ferring the State Advances Corporation’s urban valuation work to
the Valuation Department. Not the least of these would be the more
efficient use of a corps of highly trained valuers because of a reduced
number of necessary inspections, reduced travelling time and cost, and
reduced duplication in records and other basic data. The recruitment,
training, deployment, and management of expert staff could be
simplified, career opportunities increased, and the best men more
easily retained. It is noted that valuers are scarce both within and
outside the Service, making it difficult to recruit and retain staff. We
therefore consider that all departments should have their urban
valuation work done by the Valuation Department, which would,
more than now, be a Central Valuation Authority.

RECOMMENDATIONS

We recommend that:

. (38) The Department of Lands and Survey and the State
Advances Corporation retain their rural valuation work
and staff if they wish to do so (par. 145).
(39) All Crown urban valuation work be done by the
. Valuation Department and that appropriate transfers
of valuation staff from the State Advances Corporation
to 'the Valuation Department be made (par.
- 146-147). :
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NATIONAL LIBRARY

148. A National Library, it has been maintained, would reduce
expensive duplication of resources and finance, and provide better
central services. Two special committees have already studied the
proposal to set up a National Library which would integrate the
services of the present State libraries in Wellington. The first, an
inter-departmental committee, was set up in 1956 by the Public
Service Commission on the Prime Minister’s instruction; the second
was the Parliamentary Select Committee of 1958. Both recommended
unanimously that a National Library be established.

149. The evidence we heard supports the conclusions reached by
these two well qualified committees. We are content to accept their
unanimous views on the need for a National Library (preserving
nevertheless the separate identity of the Alexander Turnbull Collec-
tion) and turn our attention to two important subsidiary questions of
the organisation and autonomy of such a library.

150. Is it desirable to establish a National Library system before
the constituent units (the General Assembly, Alexander Turnbull, and
National Library Service Libraries) can be housed, for the most part,
in a single building? Though a single building is necessary to the fully
effective working of a National Library, we consider that the setting
up of the library organisation should not be delayed until the building
is erected. Matters could be immediately improved by legislating for
and appointing the National Librarian, the administrative organisa-
tion, and the advisory council recommended by the Parliamentary
Committee of 1958. These three should plan the exact scope and
development of the National Library, including the type and size of
the building needed.

151. Should the National Library be an autonomous body, or
- should it be located within a department of State? If the latter, which
is the more suitable — the Department of Education or the Depart-
ment of Internal Affairs?

152. We favour placing the National Library with an existing
departmental organisation, for the creating of a small autonomous
body does not seem warranted when a large department can supply -
many necessary services. It is a moot point whether the library would .
be better placed with Education Department or with Internal Affairs
Department, for there are arguments in favour of each. We follow
both the special committees in recommending that it should be
attached to the Department of Education, as the National Library
Service is now. The arguments in favour of the Department of In-
ternal Affairs do not justify our diﬁering from these committees, and
récommending that the present connection with the Department of
Educatlon be disrupted.
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153. Although we consider that for administrative convenience the
library should be placed with the Department of Education, it should,
nevertheless, be given substantial autonomy. We believe that the
National Librarian should have direct access to the Minister of
Education (as the Director of the National Library Service now has),
to the State Services Commission, to the Treasury, and to any other
relevant control authorities. We would see him free to prepare his own
estimates, and to defend them before the Public Accounts Committee,
even though it may be necessary, for procedural purposes, to include
them in the estimates of the Department of Education. The National
Librarian should, like the present Director of the National Library
Service, be responsible for formulating and carrying into effect the
policy of the library, subject to Cabinet and Ministerial control, and
aided by the advisory council.

154. It will be apparent that the attachment of the National
Library to the Department of Education is intended primarily to en-
able it to draw on the services which a large department can provide.
Thus the National Librarian should have the status of a Permanent
Head. He should be appointed under the procedure which we later
recommend for Permanent Heads (Ch. 6/224-229), and his appoint-
ment should not be subject to appeal (Ch. 6/284-288).

¢

RECOMMENDATIONS

We recommend that:

(40) A National Library be created and a National Libra-
rian be appointed, along with an advisory council, to
organise and control the library (par. 150).

(41) For administrative convenience the library be associated
with the Department of Education, but the National
Librarian have the degree of autonomy stated in

paragraph 153 and the status of a Permanent Head
(par. 154).

TOURISM

PRELIMINARY

155. New Zealand’s outstanding scenic attractions should make
tourism a considerable source of national income. But this has not
happened. Indeed, New Zealanders travelling overseas take much
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more money out of the country than. visitors to New Zealand bring
in.* There are no doubt many causes of this situation. An experienced
observer, H. G. Clement, Vice-President of Checchi and Company,
Consulting Economists, of Washington, D.C., recently expressed his
views on them in a report based on a survey of tourist potential in the
Pacific and Far East and prepared for the United States Department
of Commerce. He wrote : ‘

From the point of view of tourism, New Zealand is not well located
geographically. With the exception of. its position vis-a-vis Australia,
which is its major source of tourism, New Zealand is poorly situated
with respect, to distance and cost of transportation to major world

““markets. And probably the country evokes no particular “image” in
these markets. Moreover, the system of control by the Tourist Depart-
ment as to what can and cannot be paid to travel agents  abroad
apparently provides little incentive for these agents to route their
customers to New Zealand. S ‘

Within the country itself, there is; in our opinion, widespread dis-

" interest in international tourism, an attitude that is reflected in
important Government circles. As a result of this disinterest, there is
little sympathy with the complaints of tourists, even though such
complaints are very often justified. There is, for example, a critical
shortage of first-class hotel rooms at key ‘points. Existing hotels are
all too often unattractive, badly run, and staffed with personnel that
gives antagonistic and poor service because it confuses service with
servility.

The tourist- is surrounded with regulations, governmental and other-
wise. He is restricted as to the hours when he can eat (serving hours
in hotels are rigidly set and of short duration), where he can eat
(first-class restaurants are a rarity), what he can eat (the food suffers
from sameness and a la carte menus are practically nonexistent),
when he can drink (until 6 p.m. outside of his hotel and not at all
in restaurants), where he can drink, and what he can do. With the
exception of outdoor sports and sightseeing, there is little for a tourist
to do. Public transport stops on Sundays, and weekends for the tourist
can be_dull. Nightlife is nonexistent. Shopping is indifferent and in
some cases expensive. '

.156. Some of these assertions appear to be overstated, and some
of the matters mentioned have been improved since the report was
written (for example, some restaurants have been granted liquor
licences and some hotels extended and modernised). But an impartial
person must admit that there is some substance in Mr Clement’s
comments.  They do not stand alone. Other critics have said much
the same; and it is evident that commercial and Government circles
are disturbed at the state of the tourist trade. Indeed, it was mainly

*(a) Reserve Bank travel receipts for 1961, £3°9 million.

(b) Reserve Bank travel payments for 1961, £14°9 million.
(The Department of Statistics assesses the latter figure at about one-third
spent on business trips and about two-thirds on pleasure travel.) )
(c) It is Goverhment policy to increase: travel receipts to £10 million. At the
_present rate of growth (not allowing for transport developments which
could radically alter trends) it is hoped to reach this between 1968 and

1970. s S
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this disquiet, it seemed, which led to submissions to us inviting a
consideration, and even a reallocation, of the functions of the Tourist
and Publicity Department.

THE FUNCTIONS OF THE TOURIST AND PUBLICITY DEPARTMENT

157. These functions may be grouped broadly in this manner:

(a) To promote tourism — this is discharged by (i) providing a
Travel Commissioner Service in selected posts overseas; (ii)
operating bureaus in New Zealand and Australia (Mclbourne
Sydney, and Brisbane) selling travel to, and within, New
Zealand; (iii) managing gardens, playing fields, reserves, and
national spas in such places as Rotorua and Queenstown.

(b) To administer the Rotorua Electric Supply Authority.

(c) To administer a publicity division which is mainly concerned
with prov1d1ng information, publicity, and other general pro-
motional services for the Government, departments of State
(including the Tourist Department), and approved private
organisations. It does this through a corps of journalists, the
National Film Unit, and the National Publicity Studios.

¢ SUGGESTIONS 'FOR REFORM

158. Many suggestions were made to us regarding the promotion
of tourism and its administration. Witnesses appeared concerned that
New Zealand was not earning enough through its tourist attractions.
‘The discussion concentrated on the question of the organisation best
suited to increase the earnings.

159. The Public Service Commission considered that the functions
of the Tourist and Publicity Department could now be redistributed
without adversely affecting tourist promotion. It proposed (i) that
the Tourist Hotel Corporation (a Government agency), or private
booking firms should take over the ticket-selling activities of the
bureaus, both in New Zealand and overseas, and that the publicity
work carried out by New Zealand Tourist Officers overseas be trans-
ferred to the Trade Commissioner service of the Department of
Industries and Commerce; (ii) that the administration of gardens,
spas, etc., be placed with the Lands Department or with local bodies;
(iii) that the Rotorua power supply be handed over either to the
New Zealand Electricity Department or to a local body; and (iv)
that the Publicity Division be transferred to the Prime Minister’s
Department.

160. The Department of Industries and Commerce supported the
Public Service Commission’s coupling of tourism with the develop-
ment of other aspects of trade, and thought that it could be promoted
vigorously overseas through the network of Trade Commissioners.
However, unlike the Commission, it advocated that it should also
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absorb the Publicity Division. Private witnesses gave some support
to the assertion that promotion of trade and promotion of tourism
overseas were related and needed unified and energetic leadership,
preferably within the Industries and Commerce Department.

161. The Tourist Hotel Corporation opposed all these suggestions.
It advanced a case for its own reconstruction as a “Tourist Corpora-
tion of New Zealand”, and the consequent gathering to itself of the
tourist side of the Tourist and Publicity Department. It would carry
out all necessary tourist promotion within New Zealand and over-
seas, and, while retaining the overseas bureaus at least temporarily,
would proceed to transfer to private agents all ticket selling within
New Zealand. In effect, its case was to take over-the tourist-promotion
activities of the present department. It had no wish to absorb the
Publicity Division.

162. Treasury considered that there was no clear advantage in
dismembering the department; it should be left as it is, at least for
the time being. The New Zealand Travel and Holidays Association
Incorporated took a similar view. It maintained that there should
be a strong department devoted primarily to the fostering of New
Zealand’s tourist potential on behalf of the industry as a whole; that
that department should include the Publicity Division (as at present)
but that the Tourist and the Publicity sections should both come
wunder one Minister instead of two. The association would like to see
the Department relieved of the Rotorua power supply and the
administration of spas and reserves. It would also have it gradually
give up ticket selling.

163. The Prime Minister’s Department opposed putting the
Publicity Division once again within its organisation. It argued that
much of the Division’s work is technical and not appropriate to a
Prime Minister’s Department. The Internal Affairs Department
claimed that it could efficiently administer the work of the Publicity
Division, if it were required to do so.

164. The Tourist and Publicity Department itself wished to remain
independent, and keep its present main responsibilities. It agreed
that it should be relieved of incidental functions such as the various
reserves, spas, and the Rotorua Electric Supply Authority. It thought
that there would be serious practical difficulties in disposing of its
ticket-selling business and saw no compelling reason for doing so. It
believed the best administrative arrangement to be a separate depart-
ment mainly concerned with promoting tourism, and that there were
advantages in keeping the Publicity Division within it.

AN APPRAISAL

165. We considered these proposals, and, as far as we could,
surveyed the past development and assessed the future expansion of
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tourism in New Zealand. (For convenience we  shall refer to the
tourist “industry”, but in point of fact several industries are con-
cerned in the tourist trade.)

166. We had to answer a number of pertinent questions. Would
any of the proposals eventually increase tourist income or give
greater returns for expenditure, make for better. publicity overseas,
better services to the tourist, or better coordinated advice to the
Government ? Is a small enthusiastic department with a single purpose
likely to give more energy to promoting tourism than a small division
of a large multi-purpose department? Would New Zealand’s tourist
promotion be regarded suspiciously by overseas agents if the Tourist
Hotel Corporation absorbed the work of the Tourist Department?
Would this added activity slow down the Corporation’s efforts to
develop tourist hotels—its main purpose? Has the industry yet
reached the stage where tourist promotion would be improved by
passing to an independent organisation a responsibility similar to that
exercised by the British Travel and Holidays Association ?

167. In the course of considering these questions, we came to the
conclusion that, though the administration of tourism could be
improved, the main hindrances lie elsewhere —for example, in
national attitudes and in some provisions of the laws of the country.
The administrative changes we shall propose are unlikely by them-
selve$ to transform the situation, but they should provide better means
of attacking the more substantial obstructions.

168. To do this, we believe that a combined effort by the Govern-
ment and private industry is necessary. This is one reason why we
think the Tourist and Publicity Department should, for the present,
remain a separate departmental organisation. The New Zealand
Travel and Holidays Association Incorporated, a promotional organ-
isation formed by those associated with the industry and supported
both by a Government grant and by private subscription, has recently
shown commendable activity in joining with the department to seek
better coordination within the industry. The joint committees
set up for this purpose seem to be working satisfactorily. They
should be given reasonable time to prove themselves before any
decision to disband the department is made. The recommendations
which we shall make for alterations in the structure of the depart-
ment should stimulate the trend towards greater cooperation between
the Department and private industry. We think that that is the route
which should be followed.

PROPOSALS

169. There is today a world wide desire to travel. The main task of a
tourist organisation is to gain for New Zealand the greatest possible
advantage from this situation. To do this, it must succeed in its
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two primary functions — publicising New' Zealand’s tourist attractions
abroad, and developing tourist facilities in New Zealand. Success in
the first will call for something more than the dissemination of welk
conceived publicity about New Zealand’s tourist attractions. It will
mean gaining the goodwill and help of travel agents and transport
organisations. Success in the second will probably be more difficult to
achieve. As well as working to change public attitudes, the organisa-
tion will need to encourage more imaginative travel programmes,
improved hotel standards and services, simpler entry and departure
procedures, and improved service and amenities.

170. The British Travel and Holidays Association seems to us a
tourist organisation whose manner of operation would very closely
suit New Zealand’s long-term needs. The association has a large
board drawn almost wholly from different sectors of the industry.
The board works, in the main, in a series of subcommittees. It has
staff both at home and abroad. It has considerable status and prestige,
and is accepted by the British Government and industry as a very
competent and successful organisation despite a comparatively
modest budget of approximately £1-3 million, four-fifths of which
comes from a Government grant-in-aid and the remainder from
subscriptions, donations, sale of publications, and various other sources.
We know that the New Zealand Travel and Holidays Associa-
tion aims to follow “the pattern of its British counterpart. But at
present it lacks the experience and the status to gain all the support
necessary to carry the full responsibility for tourism. Nevertheless it
can help the industry considerably if it continues to develop as it
has in the past.

171. The immediate need is for the Government to continue to
provide the administrative organisation for fostering tourism but, at
the same time, to associate it very closely with the whole tourist
industry, so that the combined efforts can then be used to the best
advantage. The relationship should be such that if, in the future, it
is decided to hand the promotion of tourism wholly to an organisa-
tion like the British Travel and Holidays Association, the transition
can be smoothly accomplished.

~ 172. We therefore propose that the Tourist and Publicity Depart-
ment be retained. but that an Executive Board be created in the
Department with the Minister as chairman. Its members should be
drawn, in the main, from outside the State Services and should
include representatives from various branches of the tourist industry.
We are aware of the arguments against board control of a depart-
ment; but we believe that there is in this instance particular justifica-
tion for that form of control. Not only is it desirable because of the
need for close cooperation between the Government and private
sectors of the industry, but through its membership, such a board
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should bring to the promotion of New Zealand’s tourist attractions
abroad and the development of tourist facilities in New Zealand, a
considerable wealth of informed opinion and ability.

" 173. The Board should be concerned with formulating policy and
seeing that it is carried out. We see it operating in much the same
manner as the Land Settlement Board within the Lands and Survey
Department. The General Manager (as Permanent Head) and his
officers will be responsible for implementing the decisions of the
Board. :

174. The Board on appointment should rid itself of those respon-
sibilities which might divert energies from what we consider to be
the major purpose of the Department. Those responsibilities are:

(a) Ticket Selling in New Zealand and Australia: Notwithstanding
the department’s opinion (par. 164), we are satisfied that the
linking of ticket selling with national tourist responsibilities
has undoubtedly been a handicap to tourist promotion abroad,
particularly in the United States. Ticket selling could be done
by private booking agents or could be transferred to a separate
State-owned company or even to the Tourist Hotel Corpora-
tion. It would be for the Board, subject to the approval of
, the Government, to decide on the best course. '

(b) Control of Reserves, Spas, Walks, and Gardens: Where appro-
priate this should be placed with the Lands and Survey Depart-
ment, the Tourist Hotel Corporation, or local authorities. The
National ‘Parks Authority (serviced by the Lands and Survey
Department) could perhaps maintain and develop many of
these attractions as it is a.lready doing with some Natlonal
Parks.

(c) Operation of Rotorua Electric Power Supply: This is the
residue of the wider public responsibilities which the Depart-
ment once had in Rotorua but which now have been handed
over to local authorities. It seems that the difficulty of reaching
agreement with the local bodies concerned has prevented the
transfer of the power supply. If necessary, the New Zealand
Electricity- Department could no doubt administer the supply.

PUBLICITY DIVISION

© 175. The functions of the Publicity Division should not come
within the control of the proposed Tourist Board. This division will
continue to provide publicity services for the Tourist Department,
but it will also prov1de similar services for a number of other depart-
ments. : : :
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176. Suggestions that the Publicity Division should be separated
from the Tourist Department and relocated with some other depart-
ment have already been mentioned. A further possibility is that it
should become a separate department. The present arrangement is
by no means ideal. One Minister is responsible for the tourist side
of the Department and another for the publicity side. The Permanent
Head, if he is to devote his energies to the development of tourism,
cannot be expected to take a great deal of interest in the publicity
policies and needs of other departments. Yet these—for instance,
those of Trade and External Affairs Departments — are important.

177. Nevertheless, the present arrangement has administrative
advantages. The Publicity Division is located with its biggest user,
the Tourist Department. If it were elsewhere, coordination problems
would be greater. If it were with one of the other departments which
use it extensively, it might be dominated to the disadvantage of other
departments.

178. There is no urgent need for change, but if the promotion of
tourism is eventually taken over by an organisation like the British
Travel and Holidays Association, the Publicity Division will have
to be relocated. We consider that the State Services Commission
should keep the matter under review.

RECOMMENDATIONS

We recommend that:

(42) The Tourist and Publicity Department be retained
and strengthened by the appointment of an Executive
Board within the department, with the Minister as
chairman and members drawn substantially from out-
side the State Services, and including representatives
from various branches of the tourist industry (par.

172).

(43) The Board, when appointed, dispose of the depart-
ment’s mmdental functions and concentrate on the
central functions of promoting New - Zealand’s

~ attractions abroad and developing tourist facilities in
New Zealand (par. 174.)
" (44) The Publicity Division be retained within the depart-
: * ment but not under the control of the Board, and
the question of relocating it be kept under review -
by the State Services Commission (par. 175-178).
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WORKS

179. In Chapter 3 we discussed the Ministry of Works as a control
department, and noted that it was also a very large operational
departmcnt Witnesses adversely criticised its operational work on
three main counts:

(a) The Ministry is too big to be managed efﬁciently\:)

(b) The Ministry undertakes work which should be left to private
enterprise :

(c) The Ministry undertakes work which properly belongs to other
departments. (However, the Commissioner of Works con-
sidered that the Ministry should properly have charge of
certain work which is now done by other departments.)

180. We shall discuss these main points, and refer to specific detail
only as may be necessary to illustrate the principles concerned.

SIZE OF THE MINISTRY

181. The Ministry of Works Act 1943 provides in section 2 (2)
that the Minister of Public Works shall be charged with the adminis-
tration of the Public Works Act, and with the execution of all
Government works. “Execution” is defined to include “the establish-
ment, constitution, and undertaking thereof”. The Public Works
Act in turn places on the Minister a host of specific powers and
responsibilities for roading, bridges, railways, defence, drainage,
irrigation, mining, electric power generation and reticulation, aero-
dromes, and the taking of land for these and other purposes. Other
legislation places on the Minister additional responsibilities for such
matters as the design and construction of State houses and flats, town
and country planning, geothermal energy, and the Waikato Valley
Authority.

182. Thus, the Ministry as the Minister’s agent has wide statutory
responsibilities, apart from those which are given it under administra-
tive arrangements. The increased pace of development involves the
State in extensive construction work, much of it on a large scale;
and at the same time there is the growing task of maintaining com-
pleted works. '

183. The Commissioner of Works told us that the Ministry controls
directly almost 75 per cent of the total State works programme. For
the year to 31 March 1961, it spent almost £73 million. Thirty
years ago the Department spent £8 million, and it was said that the :
ratio of the two expenditure figures is a reasonably true measure of
the increased amount of work done, for the depreciation in money
values has been more than offset by the reduction in - construction
costs through new techniques and mechanisation. : '
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184. The Ministry carries out this huge amount of work, and also
the control responsibilities described in Chapter 3, through a per-
manent professional, technical, and administrative staff of 4,800, and
8,500 temporary employees and workmen. This 13,300 would seem
a large staff. But it comes into perspective when compared with the
Post Office’s 25,000, the Railways Department’s 24,000, or . (if
indirect responsibility is taken into account) the Education and
Health services’ 31,000 and 30,000 respectively. It is clear that the
Ministry is not too big for efficient management merely on the basis
of the number of staff controlled.

185. It may be, however, that the type of work which has to be
done, or more truly the diversity of the types of work, is more
important in this connection than the mere numbers employed.
Though the references we have made to the Ministry’s statutory
responsibilities give some indication of this diversity, it may be better
appreciated from the brief summary which the Commissioner sub-
mitted showing the classes of work carned out by the seven Divisions
of the Ministry:

(a) Civil Engineering Division
“ Survey, investigation, design, research and construction of
engineering works, including railways, irrigation schemes, water
supply, opencast coal mines; land drainage; maintenance and
construction of aerodromes, lighthouses, harbour works, roads and
highways, defence works and housing services; engineering services
to other departments and local bodies. This includes structural
engineering for major building works and public health engineer-
ing. ,
: (b) Power Engineering Division
Investigation, research, design, and construction of major
Gevernment electric supply schemes, whether hydro, geothermal
steam, or coal-fired steam stations. In addition, the Division under-
takes major laboratory testing, some special design work on major
structures.

(c) Mechanical and Electrical Division

Responsible for plant, machinery, motor vehicles, and mechani-
cal services for all divisions of the Ministry of Works; heating,
lighting, ventilation, and air conditioning and other building ser-
vices in public bulldlngs defence installations, and military camps;
special lighting for aerodromes; consulting and advisory service
to other departments and local authorities. .

(d) Architectural Division
Conception and functional planning followed by design, con-
struction, and maintenance of a very wide range of buildings;
. advice on building matters to other Government departments, local
authorities, and semi-Government organisations including fire
prevention.
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(e) Roading Division
Specialised roading considerations such as standards, materials,
and road structure, the geometry of roading, statistics, road safety,
and traffic engineering. This Division serves the National Roads
Board.

(f) Housing Division
Design and construction of State rental houses and flats and
land development for housing, construction of houses for other
Government departments, planning and development for com-
mercial and industrial blocks; servicing group housing schemes.

(g) Administration Division
Finance; staff and stores control; land acquisition; legislation
and other legal work; contracts and tenders; administrative co-
ordination and servicing; programming; inspections and investi-
gations. This includes stores purchasing and land purchasing for
other Government departments.

186. It is obvious that the effective control of such a variety
of operations of such magnitude must present major problems of
organisation. But that is not to say that such problems cannot
be overcome, nor indeed that they have not been overcome. Some
of the critics of the Ministry claimed that other countries separated
these various types of activity and entrusted them to different
organisations. The Commissioner, however, pointed out that his
organisation had counterparts operating effectively in the United
States and other places overseas.

187. There is no doubt that the Ministry’s organisation is de-
signed to overcome the problems to which we have referred.
Although there are seven Divisions, they are coordinated both at
the top, under the Commissioner and Deputy Commissioners, and
at the district level, under District Commissioners, The Divisions
are not water-tight compartments, but are dependent on one
another. Thus the Power Engineering Division is assisted by all of
the other Divisions in various ways, for example by:

(a) Architectural Division in designing powerhouses:

(b) Housing Division in planning and building villages:

(c) Civil Engineering Division in designing bridges:

(d) Mechanical Division in procuring plant:

(e) Roading Division in constructing access roads:

(f) Administration Division in purchasing land, procuring stores,

and accounting.

188. What is not clear, is whether the administration achieved by

this form of organisation is as efficient and economical as it could be,

or whether it is as efficient and economical as is likely to be achieved
by some other form of organisation. We can see the difficulties
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hindering the pursuit of efficiency which are inherent in the kind
of work undertaken by the Ministry. We can see that the organisation
is designed to overcome those difficulties. But the technical nature of
the work makes it impossible for us to decide whether efficiency and
economy are in fact achieved.

189. We heard a number of complaints of delays said to arise
from both the control and the operational functions of the Ministry.
The present Commissioner and his predecessor replied to these,
claiming generally that the Ministry was not to blame. Certainly
there have been delays. Our lack of technical knowledge prevents
us from deciding to what extent these could have been avoided. In
some cases, no doubt, they are accounted for by the shortage of
qualified staff to which we refer more fully in Chapter 6.

190. However, even if the Ministry were not short staffed, it
would find it difficult to meet promptly every demand made upon
it. Because it operates within a career service, its permanent staff
establishment of draughtsmen, engineers, architects, and the like
tends to be static. A sudden surge of demand from a particular
direction (for example, for additional power stations or aerodromes)
cannot immediately be met by staff expansion in the particular
categories needed. Some delays are almost inevitable. The present
form of organisation within which different Divisions, under unified
command, can quickly help one another, seems on the face of it
to provide for this difficulty better than separate departments could.
However, a technical appreciation of the various skills required is
necessary to assess whether in fact the organisation is as flexible as
it should be. We return to the problem of assessing technical efficiency
after discussing the other headings of criticism.

THE USE OF CONSULTANTS AND CONTRACTORS

191. A number of organisations made representations to us on
the theme that greater use should be made of private consultants
and contractors. It would be easy enough to dismiss these repre-
sentations as being less concerned with the efficiency of the State
Services than with the well-being of the consultants and contractors.
But we do not do so. Such people see the State Services from a
different point of view from that of the State servant. They
look at them —and at him — with a critical eye. It was precisely that
different, critical point of view that we sought when inviting
submissions.

192. It was urged on us that the use of private consultants and
contractors leads to efficiency, because they operate in a com-
petitive field and are therefore vitally interested in saving time and
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reducing costs. Their reputations and their continued success de-
pend on satisfying their clients, in this case a Government depart-
ment; and the importance of the State as a client ensures that their
best efforts will be directed to satisfying it. State construction would
also benefit from a greater variety of ideas. Moreover, more use of
outside firms would give greater flexibility and would help to
overcome the difficulties arising from staff shortages and surges of
work of particular kinds. In respect of contractors, it was pointed
out that the State obtains the advantage of competitive tendering, and
of knowing in advance what the cost wil be.

193. In fact, the Ministry of Works does make considerable use
of private consultants and contractors. Some of the examples given
were :

(a) At a certain time in 1961 private architects were com-

missioned for 40 jobs, estimated to cost £44 millions.

(b) On roading, 90 per cent of sealing is done by private contract,
55 to 70 per cent of earthworking and general formation, and
virtually all road metal supply.

(c) The major portion of earthworks is carried out by contract,
or by plant hired from contractors. Contractors’ plant used on
hire, in proportion to departmental plant used, increased, we
were told, from 1:4 to 1:2 in five years.

(d) More than half of the overburden removed in opencast mining
in the year ended 31 March 1961 was done by contract.

(e) Housing construction is almost entirely done by contract.

(f) Excluding housing, 849 contracts of all types were let during
the year ending 31 March 1961, 273 of them exceeding
£5,000.

(g) Of these, 297 contracts were let for buildings, 91 of them
being for amounts exceeding £5,000.

194. Nevertheless, the general tenor of the Ministry’s submissions

indicated a resistance to increasing private industry’s share of con-
struction work. The main reasons given for this were:

(a) It is necessary to maintain the Ministry’s operational role to
serve as a basis for its control role.

(b) The Ministry can do the work more economically partly
because the need for its supervision remains even when work is
done by others.

(c) Private industry is itself overcommitted. There were nearly
~ twice as many cases in 1960-61 as in 1959—-60 where fewer
than two tenders were received for contracts of over £5,000.

(d) Private concerns can, in certain cases, accept more State work
only if they can attract skilled men from the Ministry, thus
leaving the Ministry shorthanded both for its control work

and its proper share of operational work.
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195. We have already acknowledged (Ch. 3/171) the advantages
derived when an operational role supports the control role in work
of this kind. It is open to question, however, whether the Ministry’s
present operational role is not, in some spheres, more than adequate
for that purpose.

196. We cannot judge whether the Ministry can in fact economise
by doing work itself. We understand that it does certain classes of
work only if it is satisfied that money will be saved by doing so.
In other classes, however, the Ministry seems to proceed on the
assumption that no one else can do the work as well or as economic-
ally. It may be correct ; but again we cannot judge.

197. We think that certain principles should be observed. The
need for economical and sound construction is indeed paramount,
but the Ministry’s control functions, rather than its constructional
activities, must be regarded as the principal means of securing this.
The need to maintain an organisation which can effectively dis-
charge those control functions naturally follows. But there is also a
need to ensure that the capacity of the construction industry generally
is such that it can play its proper part in the country’s development.

198. The balancing of these considerations is by no means easy, and
it is obvious that views will differ, possibly at times for political
reasons. We suggest that the guiding principle should be that the
State’s main role is in control and administration. The operational
role, while reinforcing the main role as far as is necessary, should be
subordinate.

199. We consider, too, that there is room in the construction field
for more consultation between the Ministry and the industry. Such
consultation would be designed not only to gain better understanding
and increased efficiency, but to give the industry more knowledge of
probable developments, and therefore a better basis for its own
planning.

THE RELATIONSHIP OF THE MINISTRY TO OTHER DEPARTMENTS

200. Departments of State require various buildings and other
works — hospitals, prisons, schools, dams, workshops, offices, bridges,
and roads. We discussed in Chapter 3 the Ministry’s control functions
in respect of these needs. It also has a servicing function. It advises
departments how best to obtain what they need, it designs the struc-
ture, and sometimes builds it. If it does not do the construction itself
it calls for and lets tenders, and supervises the work. This servicing
function extends also to the maintenance of existing works.

201. If there were no Ministry of Works — or if the Ministry were
confined to its controlling role —each department could no doubt
arrange its own construction by employing expert staff or by using
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consultants and contractors. The justification for the Ministry’s
operational function is that, as a general rule, a department which is
staffed and organised to handle construction as its main purpose can
do so more efficiently and economically than can a department the
main aim of which is, say, the administration of justice, and for
which construction is only incidental.

202. The greater competence of the specialist construction depart-
ment springs from its organisation, which is geared to meet the
specific problems of construction, and from the greater variety of
skills which it can command from its own staff. If this greater
competence be the sole criterion, it is more efficient and economical
for the construction department to do all the construction work of all
departments. The Ministry tended in its evidence to us to regard it
as the sole criterion ; and therefore not only resisted suggestions that
other departments should handle construction work but also sought
to have more entrusted to itself.

203. However, we do not believe that the criterion we have men-
tioned is the only one which should be applied. It is also necessary
to ensure that the aims of the various departments are served by
construction, and do not become subservient to it. These aims are
best understood by the departments which are responsible for them.
They should not be defined by the department which has construction
as its speciality and as its aim.

204. The two criteria need to be balanced, the one against the other,
according to the circumstances affecting different cases. On the one
hand, however desirable it may be for a department to undertake
its own construction, it should not do so unless it can do so efficiently
and economically. On the other hand, the ability of a department to
undertake its own construction (or any phase of it) does not justify
its being allowed to do so if the construction department, the Ministry
of Works, can do the job more competently and without impairing
the client department’s aims.

205. We shall, in the light of these observations, discuss two specific
cases which illustrate the principles and problems concerned. The
first relates to the design and functional planning of airports. The
Commissioner of Works of the time considered that there was a lack
of coordination between the Ministry of Works and the Civil Aviation
Administration, and to some extent a duplication and conflict of
function. He said, “Without question these functions should be con-
trolled by one body and it is clear that Ministry of Works is the best
equipped organisation to undertake this airport planning, design, and
construction work from start to finish.”

206. The Director of Civil Aviation, however, pointed out that the
planning of a modern airport involved the operational planning of air
traffic. control and other aviation requirements, and the functional
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planning for economical handling of air and ground traffic and for
effective disposition of terminal facilities. He claimed that these were
aviation problems, rather than construction problems, and were
properly handled within an aviation administration.

207.In this case it seems to us that Civil Aviation can more
effectively and economically employ the specialist staff needed to
plan the airport having regard to the aviation objectives. These
objectives take precedence over purely constructional considerations,
except as far as those considerations impose a physical limitation on
aviation objectives. However, the Ministry of Works can more effec-
tively and economically carry out the construction. There could be
room for differences of opinion about which department should do
the designing which comes between planning and construction, but
the Director of Civil Aviation did not seek to have it taken away
from the Ministry.

208. The second case concerns electric power development. The
New Zealand Electricity Department is responsible for the genera-
tion of electricity and for its transmission to electric supply
authorities. The General Manager said, “This involves forward
estimating of loan and finance, and planning of development well in
advance of requirements. It also carries with it the onerous task of
endeavouring to ensure that the plans are carried through to fruition.”
He added, “planning, design, and general control is carried out in
Head Office,” and that the department’s engineers “are responsible
for the conception, design, construction . . . of power schemes,” while
the Ministry of Works acts as “civil engineering consultant and
civil construction agent for the Department.”

209. On the other hand, the Ministry told us that the Power
Engineering Division of the Ministry of Works “is responsible for the
investigation, design, construction . . . of power stations”. There
would, on the face of it, appear to be a conflict or at least a duplica-
tion of function here. We were assured that in practice this is not
so. The General Manager of the Electricity Department said that
“Duplication of functions is avoided by close collaboration between
the department and the Ministry of Works . . ... The Commissioner
of Works said that “the degree of coordination which exists between
Ministry of Works and New Zealand Electricity Department has
been achieved over a period of many years and has been developed to
a stage where the functions of the two organisations are blended into
a single entity with a common purpose - the development of the
country’s power resources. The close liaison with the New Zealand
Electricity Department provides for maximum efficiency”.

210. The impressive development of hydro-electric power in New
Zealand since the last war would appear to justify this claim. Never-
theless, there is a fundamental difference between the Electricity
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Department’s description of the Ministry as its consultant and agent,
and the Ministry’s conception of its role as being “responsible for
investigation, design . . . ”, There is also a strong body of informed
opinion to the effect that the organisation which has the responsibility
for selling electricity should also be responsible for planning and
building power stations, on the ground that such an organisation is
much more cost conscious than a construction department.

211.In paragraph 187 we refer to the interdependence of the
various Divisions of Ministry of Works, with particular reference to
the Power Division. There are obvious advantages in the present
situation, and coordination difficulties would be increased if the
Electricity Department built up its staff to carry out the investigation
and design of power installations. The margin of advantage in
efficiency may be heavily in favour of this work being done by the
Ministry. It may also be that the Ministry does in fact restrict itself
to the role of a consultant and servicing department and that con-
struction considerations are subordinated to the objective of the
economical production of power. The point is that this is an impor-
tant area of potential conflict and the efficiency of Government
administration demands that there should be no doubt that the
most efficient and economical course is being followed.

CONCLUSIONS

212. In this section we have discussed the size of the Ministry of
Works, and its relationships with outside firms and with other depart-
ments, We have offered opinions about the basis on which various
questions should be determined, but we have come to no definite
conclusion whether or not changes should be made.

213. Other questions were raised with us which we do not discuss
here: whether the Town and Country Planning Branch is properly
located or adequately used within the Ministry (par. 250-252); as
to the costs of services; and about the full utilisation of valuable
plant. All of these questions, those we have discussed and those we
have not, ultimately concern efficiency. The Gommissioner, as depart-
mental head, is responsible to his Minister for the efficiency of his
department. But the Government will be also entitled to have an
objective assessment of the Ministry’s efficiency from the State Ser-
vices Commission. ,

214. The difficulty which will face that Commission in making
such an assessment is fundamentally the same as that which prevents
us from determining whether or not certain changes should be made.
The problems are technical. We are not, nor will the State Services
Commission be, proficient in the techniques involved. It is possible
for a lay administrator — or control department — to make decisions on
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technical matters, but it is difficult to do so when all of the technical
advice and information comes from one side. Nevertheless, the
Government’s responsibility for the overall efficiency and economy
of the State Services, and therefore the State Services Commission’s
responsibility to the Government, must extend to technical aspects of
Government administration as much as to any others. The State
Services Commission must take a keen interest in the efficiency of
the Ministry, and in the balance between the construction which it
undertakes and that undertaken by private firms and other depart-
ments of State. The Ministry should not be the sole judge of the
effect of that balance on efficiency.

215. We'do not think that the State Services Commission should
build up a technical staff to review the operations of technical depart-
ments such as this. A large staff would be needed to be effective, and
that is open to the kind of objections we raised in relation to
Treasury in Chapter 3, paragraph 111. But it could and should make
more use of the Ministry’s own technical inspection reports than has
been made in the past.

216. But this will not be enough. Having regard to the importance
of the role of the Ministry, the scale of its operations, the magnitude
of its expenditure, and the difficulties inherent in making an indepen-
dent audit of its efficiency, we believe that there is need of periodic
reviews of its organisation and of its activities. We do not think that a
sufficiently qualified, experienced, and independent investigatory com-
mittee could be found in New Zealand to carry out this task. We
consider therefore that the State Services Commission should from
time to time invite some overseas organisation with experience in
large-scale construction and development to send to New Zealand
some competent men to cooperate with the Commission in conducting
an investigation of the structure, the operations, and the overall
efficiency of the Ministry of Works.

RECOMMENDATIONS

We recommend that:

(45) In addition to the re-examination of the Ministry’s
control functions mentioned in Recommendations 16
and 17 and in furtherance of the responsibility for
keeping the efficiency of the State Services under
review, the State Services Commission from time to
time invite suitable experts from overseas to assist it
in conducting investigations into the structure, the
operations, and the overall efficiency of the Ministry
of Works (par. 212-216).
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(46) In any review of the Minisiry’s operations, the State
Services Commission have regard to the balance be-
tween the construction the Ministry undertakes, and
that undertaken by private firms and other depart-
ments of State (par. 214).

SOCIAL WELFARE WORK

217. In the last eight years various proposals have been made for
the better coordination of the Government’s social welfare activities.
The proposals ranged widely, from greater coordination among
present departments, to the reallocation of their functions, and even
to the establishment of a comprehensive Social Welfare Department
embracing all the State’s social welfare activities. We heard sufficient
evidence relating to these proposals to convince us that the subject
needs a far more detailed study than we could undertake. From the
investigations previously made it is evident that it is a most com-
plex and difficult one.

218.In 1956, the Government established an inter-departmental
committee with an independent chairman to study and report on
this matter. It reported in 1958, and recommended (among other
things) that a Social Welfare Advisory Board be set up to coordinate
State social welfare activities. The present Government adopted this
recommendation in a modified form in April 1961, and established
a Board consisting of the Director of Social Security (permanent
chairman) and the Permanent Heads of the Departments of Educa-
tion, Health, Justice, Labour, and Maori Affairs. The Board is
responsible for coordinating State social welfare activities; for acting
as the Officials Committee for the Cabinet Committee on Social
Questions; and, with the Public Service Commission, for reporting
on the rationalisation of State social welfare work and the desirability
of establishing a Department of Social Welfare.

219. It was, however, urged upon us (strongly by some witnesses)
that, notwithstanding the existence of the Board, we should recom-
mend to the Government a Department of Social Welfare. Other
witnesses opposed such a recommendation. It seems to us that the
Board now in existence should be able to bring about improved
coordination, the extent doubtless depending on the willingness to
cooperate of the departments concerned. The weakness appears to
lie in the fact that no member of the Board has authority beyond his
own department. The State Services Commission should therefore
maintain a continuing and close watch on State social welfare work,
for it has a responsibility for overall efficiency and hence for recom-
mending to the Government integration of welfare services if that
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becomes necessary. We consider that the State Services Commission
should be represented on the Board; indeed we would go further and
recommend that the chairman be drawn from the Commission.

RECOMMENDATION

We recommend that:

(47) The State Services Commission be represented on the
Social Welfare Advisory Board, and that its representa-
tive he appointed chairman of the Board (par. 219).

PROPOSALS TO BE FURTHER INVESTIGATED BY
THE STATE SERVICES COMMISSION

220. We now deal more briefly with those proposals which in our
view should be referred to the State Services Commission for further
inquiry. The evidence which we received relating to them will be
available to that Commission, except that given confidentially.

ALIENS REGISTRATION AND ADMINISTRATION

221. The Departments of Internal Affairs, Justice, and Labour are
concerned with this work. All witnesses seem to agree that the work
can be more rationally organised; but that further study is needed
before a proper decision can be made. Such study should take into
account the views of the Director of Security. We leave it to the State
Services Commission to see that the necessary study is made, and
action taken.

CROWN LEGAL SERVICES

222. In its description of the machinery of government, the Public
Service Commission included the Crown Law Office among the
control authorities. Though the Office has some minor control func-
tions, it is predominantly a department supplying a professional
service to Ministers of the Crown and to State departments. In
another section of our report we consider and reject a proposal for its
amalgamation with the Department of Justice. In the present section
we shall consider two proposals made by the Solicitor-General for
enlarging the activities of his Office.

(a) Centralisation of Departmental Legal Services

223. The first of the Solicitor-General’s submissions was, broadly,
that the Crown Law Office should conduct all the legal business of

6
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the Crown except that done by certain stated departments such as
the Public Trust Office, the State Advances Corporation, the Maori
Affairs Department, and External Affairs Department. In these
departments a legal section giving specialised legal services necessarily
forms part of the normal departmental organisation. The Solicitor-
General would include the work at present carried out by the legal
sections of the Ministry of Works, the Railways Department, and the
Post Office among that which should be done by his Office.

224 This proposal if implemented would considerably enlarge the
activities of the Crown Law Office; for it would appear that at
present much legal work (especially conveyancing) is done within
departments by departmental legal officers. The Solicitor-General
would, with the exceptions already mentioned, provide all these
services either from the Crown Law Office or (where the circum-
stances justify it) by posting his officers singly or in groups to depart-
ments. He offered two main supporting arguments. First, he con-
sidered that unfortunate results can and do arise when departments
do not submit important contracts and similar documents for Crown
Law Office scrutiny and advice; the consequence being that the
advice is given by insufficiently experienced departmental legal
officers. He considered that the building of a corps of Crown Law
officers would ensure that competent legal services would always be
available for the wide variety of problems arising. Second, from the
point of view of the officers themselves, they would obtain a much
broader experience and better career opportunities than if they re-
mained departmental legal officers.

225. There may well be merit in the Solicitor-General’s proposal,
particularly in the opportunities it would provide for greater experi-
ence and career advancement. But we are unwilling to express any
confident opinion on its practicability. The Solicitor-General’s sub-
missions came before us at a fairly late stage in our inquiry and did
not receive as much detailed attention and examination by other
sections of the State Services as did other proposals for redistribution
of functions. The proposal was however opposed by the Law Drafts-
man (whose organisation the Solicitor-General would bring within
the Crown Law Office); it was also opposed by the Civil Service
Legal Society, which saw difficulties in secondment with its conse-
quent duality of control, and in the loss of prospects of promotion to
senior administrative posts within departments. It is clear to us that
this matter needs further investigation, which should be conducted
by the State Services Commission.

226. We wish to deal in passing with the point made by the
Solicitor-General that, too often, matters having important legal
implications are disposed of at departmental level without the advice
of the Crown Law Office being sought. There can be no doubt that
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all contracts and other undertakings which are likely to give rise to
legal difficulties, especially of interpretation and enforcement, should
be submitted to competent legal scrutiny. We do not go as far as to
say (nor does the Solicitor-General contend) that all contracts need
be considered by legal officers; nor that departmental legal officers
are not competent to deal with many important matters. It is obvious
that the Permanent Head and his senior officers have the responsibility
of deciding what should be submitted to their own legal officers or to
the Crown Law Office. Whether any suitable rules can and should
be drawn to guide Permanent Heads is a matter which should be
considered by the State Services Commission.

(b) Transfer of All Crown Solicitors’ Work to the Crown Law O ffice

227. The Solicitor-General’s second proposal was that the Crown
Law Office should eventually take over (except in special circum-
stances which might call for the use of outside counsel) the whole of
the services now performed for the Crown by those private legal
practitioners who were formerly known as Crown Prosecutors but
who now receive the Royal Patent and are known as CGrown Solicitors.
The Solicitor-General believed that the status of the Crown Law
Office and the experience of its officers would be enhanced if it were
to take over this work, especially the conduct of litigation in the
superior Courts. No doubt this would be so, and it may be that
certain economies might also result. But there are, we think, not
inconsiderable disadvantages. The practice of appointing a local
practitioner as Crown Prosecutor or Crown Solicitor is now well
established. It is popularly approved, particularly in the smaller pro-
vincial towns where the known personality and integrity of the Crown
Solicitor plays an important part in gaining the confidence of citizens
in the impartial and balanced administration of justice. We doubt
whether an employee of a State organisation, moving out from a
central office into other districts, would command the same public
confidence. But this is, we think, like many other matters brought
before us, fundamentally a political problem. For the decision must
largely depend on whether it is Government policy to extend State
activities and employment and in consequence to restrict the
engaging of the services of professional men in private practice, or
whether the contrary approach is to be adopted. Therefore we have
no recommendation to make on this proposal.

STATE FIRE SERVICES: COORDINATION

228. Four departments (Works, Internal Affairs through the Fire
Services Council, Civil Aviation, Forest Service) have responsibilities
for fire services of one kind or another. There was some agreement

6%
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among departmental witnesses that these responsibilities could be
more rationally distributed among the departments concerned, and
that the relationship in this field between departments and local
bodies could profitably be examined. Some parts of this problem are
already being studied by an inter-departmental committee. We con-
sider that the appropriate further action should be left to the State
Services Commission.

HEALTH DEPARTMENT ! REGIONALISM

229. The Director-General of Health submitted a paper outlining
his department’s immediate and long-term policies for transferring
activities to local or regional health authorities. He suggested the
reallocation of some comparatively minor functions as soon as possible.
However, the importance of his paper lay in a proposal to foster the
establishment of regional authorities which, in addition to combining
the operational functions of the present hospital boards, would take
over the departmental maternity and mental hospitals, and possibly
district health office functions. The Director-General made it clear
that, although the maternity hospitals might be transferred to the
present hospital boards in about five years’ time, the establishment of
regional authorities may not be achieved until the population of New
Zealand reaches five millions, with a start being made in the Auck-
land region when its population is about one million.

230. While they entail a redistribution of functions, and to that
extent are within our province, it appears to us that the essence of
the proposals lies elsewhere. On the one hand, they affect the pattern
of decentralisation within the department—an issue also raised by
one of its Divisional Directors — and are thus a matter for the depart-
ment itself and (as far as efficiency is concerned) for the State Services
Commission. On the other hand, they affect the pattern of local
government, and should thus be discussed with the Department of
Internal Affairs (par. 244). We therefore recommend that the State
Services Commission ensure that the proposals of the Director-General
of Health be made the subject of appropriate investigations.

HIGH COUNTRY CROWN LEASES

231. Some 9 million acres of high country in the Southern Alps
(sometimes referred to as the tussock grasslands) are farmed under
leasehold from the Crown (8% million) and from education autho-
rities (4 million). The Lands and Survey Department administers

the Crown leases, and gives some advice to the education authorities
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on the remainder. Along with freehold tussock lands, the leasehold
areas are also subject to control from catchment boards and soil
conservation councils.

232. The Lands and Survey Department has long been associated
with these areas and the occupiers have come to rely with considerable
confidence on the expert and friendly advice and control of its
officers. The working relationship has proved most successful and is
reflected in the arrangement of acceptable leases with appropriate
covenants as to carrying capacity and other terms aimed at economic
and long-term use of the land. However, in recent years catchment
boards and soil conservation councils have been given statutory
responsibilities in connection with the use of high country, and the
exercise of these powers (mainly through Agriculture Department
officers) has tended to give a confused picture of responsibility,
particularly where directions by these authorities conflict with the
terms of a lease granted through the Lands and Survey Department.

233. The evidence showed that some coordination takes place
between these authorities and the Lands and Survey Department, but
farmer witnesses and the Tussock Grasslands and Mountain Lands
Institute stressed that they were often uncertain which way to turn.
They strongly advocated that the Lands and Survey Department, as
landlord, should retain direct control, especially as its officers were
more familiar with their particular problems.

234. The catchment boards and the soil conservation councils have
been given their powers for special reasons of national importance.
This was not questioned. But we accept that there is room for
confusion and duplication unless the situation is kept under careful
review. We therefore recommend that the State Services Commis-
sion examine the matter from time to time, giving particular attention
to the possibility that the Lands and Survey Department might be
made the agent of the catchment boards and soil conservation councils
in those districts where it has predominant interests.

DEPARTMENT OF INDUSTRIES AND COMMERCE: STANDARDS
INSTITUTE

235. The Standards Council is a statutory authority responsible for
advising the Minister of Industries and Commerce on the specifica-
tion of standards. It works through a large number of committees
containing many voluntary, non-official members. The Council and
its committees are serviced by the Standards Division of the Depart-
ment of Industries and Commerce. The Council and the Division
together form the Standards Institute.

236. The Standards Council complained that, as a result of lack
of proper servicing by the Standards Division (over which it has no
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executive authority), it could not adequately carry out its statutory
duties. It emerged that some members of the Standards Council
favoured making the Institute autonomous, with its own staff and
administrative machinery. '

237. This course of action was also proposed by other witnesses, but
for a different reason. They felt that the Department of Industries and
Commerce should be relieved of its responsibilities towards the
Standards Institute, so that it might be free to concentrate on its
major purposes.

238. The use of standards is not compulsory in New Zealand, but
their adoption by manufacturers, State departments, local authorities,
and others is widespread. We consider the voluntary work of the
Standards Council and of its committees in formulating and revising
such standards to be of great value, and deserving of continued
financial and administrative support by the State. It is doubtful
whether the present degree of support would be maintained if the
Standards Institute became autonomous. It is also doubtful whether
the cooperation and help now given by a number of State depart-
ments would be as readily given. For these reasons we question
whether autonomy is desirable.

239. However, the Standards Council showed convincingly that its
work has been hindered by administrative shortcomings. It appears
from our investigations that these weaknesses arise mainly because
insufficient staff and money have been made available. The Public
Service Commission is prepared to provide extra staff if money is
appropriated for the purpose. It is not, of course, within our province
to recommend changes in priorities for staffing and expenditure.

240. We are not convinced that the Department of Industries and
Commerce has been distracted from its main purposes by its responsi-
bilities to the Standards Council; rather, it appears that urgent
responsibilities in other directions may at times have hindered the
Department from giving the Standards Council the services it needs.
It must be recognised that the nature of the department’s major
functions is such that sudden heavy demands are from time to time
made on its resources—for instance by import licensing. For that
reason the Standards Division might perhaps be better located in some
other department. Standards work seems, however, to be more closely
related to the work of Industries and Commerce than to that of any
other department. While the present situation is unsatisfactory, it is
far from clear that transferring the Standards Division is a remedy.
Therefore we recommend that the State Services Commission investi-
gate whether the Standards Division could with advantage be located
elsewhere ; and if not, by what other means the Standards Council
may be enabled to carry out more effectively its statutory duties.
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DEPARTMENTS DEALING WITH LOCAL BODIES: COORDINATION

241.The Secretary for Internal Affairs informed us in evidence that
some 22 departments are, in one way or another, concerned with
local bodies; about 12 of them have a special association with
various kinds of ad hoc local bodies. He considered that the lack of
any formally established point of coordination below the level of
Cabinet gave rise to difficulties, and observed:
There is a considerable degree of more or less informal liaison
between departments in everyday administration, but very often
conflicting views on important policy issues arrive at the Cabinet table

not only unresolved, but also in some instances not even thoroughly
considered by all the departmental interests involved.

242. This matter (among many others) was dealt with by a
Parliamentary Select Committee on the structure of local government,
which sat in 1959-60 under the chairmanship of Mr H. L. J. May,
m.p. This committee recommended a Departmental Coordinating
Committee which would advise Cabinet through the Minister of
Internal Affairs. The committee would comprise the Permanent
Heads of the Departments of Internal Affairs and Health, the
Ministry of Works and the Treasury, and would co-opt other Per-
manent Heads, and the chairmen of statutory boards, when they were
concerned. All major policy matters affecting local government would
come to this committee through the Department of Internal Affairs,
the department primarily concerned with the constitution and admini-
stration of local government. The Select Committee also recom-
mended that a Cabinet Committee on Local Government be formed
as an effective aid to coordination. The Secretary for Internal Affairs
in his evidence to us supported all these recommendations.

243. We accept that there is need for this greater coordination
among departments, and between departments and statutory boards.
The Parliamentary Select Committee was able to examine this sub-
ject far more thoroughly than we could ; we must therefore accept the
validity of its conclusions and recommendations. If we have any
doubt about them, it concerns the practicability of imposing a further
Cabinet Committee on over-burdened Ministers.

244. If the Government intends to implement the recommendations
of the Parliamentary Select Committee, then we need say nothing
more. But if it does not, we suggest that the State Services Com-
mission be instructed to consider and recommend to the Government
whether a satisfactory degree of coordination could be gained by
conferring’ a coordinating role upon the Department of Internal
Affairs. It could be a direction (if necessary by Cabinet) that, when
policy issues touching local bodies are to come before Cabinet, the
department concerned should, as a preliminary step, send a draft
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of its proposal to the Department of Internal Affairs. That Department
out of its long experience of local body matters and the knowledge
gained in this suggested role, would then be able to advise whether
there were implications which had not been considered, and what
further action was necessary.

POLICE DEPARTMENT : CIVILIAN STAFF

245. Members of the Police Force are not subject to the Public
Service Act; the civilian staff employed in the Police Department
are. Sir William Dunk thought that the civilian staff could advan-
tageously be transferred from Public Service Commission control to
that of the Commissioner of Police. When this matter was before
us some months ago the Commissioner of Police of the time said that
he was well satisfied with the existing arrangements which, from his
point of view, had certain advantages. His civilian staff had the
same general conditions as the rest of the Public Service including
the civilian staff of the Armed Service departments. He thought it
would be difficult within the Police Department structure to provide
the clerical services needed by the department, unless the clerical staff
came under Public Service Commission control. For example, it
would be hard to recruit suitable staff because of the limited prospects
of promotion.

246. However, a former administrative officer of the department
strongly supported Sir William Dunk’s view, and we were told
very recently by the present Commissioner of Police that he does
not necessarily agree with the evidence submitted by his predecessor.
Indeed, he said there are some aspects of the present situation with
which he is dissatisfied. However, his immediate duties preclude him
from making the more detailed investigation which he thinks-neces-
sary before expressing a final view. He asked that the matter be
left open so that he can take a more definite stand later, if he wishes
to.

247. In these circumstances, the only course reasonably open to us
is to refer the problem to the State Services Commission, which can
consider the views of the Commissioner of Police, when they are
received, against the background of the evidence presented to us.

SAFETY SERVICES: AMALGAMATION

248. Seven departments are concerned with administering the
legislation and providing services in the field of industrial safety. It
was urged upon us that there is a need to eliminate confusion —
especially among those obliged to comply with the legislation. An
inter-departmental group under the aegis of the Public Service' Com-
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mission recently studied this problem and submitted a report. The
Public Service Commission considers that this report fails to advance
satisfactory solutions to many parts of the problem. Indeed the
Committee itself recognised that the problem should be further
examined.

249. We are inclined, on a cursory study of the report of the
inter-departmental committee, to agree with the comments of the
Public Service Commission, but we should add that if those com-
ments are correct, then the proper step is for the committee to be
reassembled, told specifically the points that need further attention,

and set orice again to the work before the matter has a chance to
drift.

TOWN AND COUNTRY PLANNING

250. The Town and Country Planning Branch of the Ministry of
Works has two main functions: first, it checks the town and country
planning schemes of local authorities and makes recommendations
thereon to the Minister; second, it engages in research into the use
of land and other natural resources of the country and supplies infor--
mation and advice to the several departments concerned with national
development.

251. The status and role of the Branch within the Ministry of
Works were strongly criticised, notably by the Town and Country
Planning Institute. The President of the Institute contended that:

The branch . . . has been subordinated to the Works construction
responsibilities of the department ever since its transfer from the

Organisation for National Development. The administrative policy

of the Ministry of Works has constantly tended to impair the useful-

ness of town and country planning as an instrument of Government.

He drew attention to the high rate of loss of town planning officers
and alleged that those within the Branch were inadequately paid
compared with town planners in local authorities. Witnesses also
complained that other departments of State made insufficient use of
the services of the Branch. One, stressing the research done by the
Branch and the potential importance of this to the economic develop-
ment of New Zealand, suggested that it should be transferred to the
Department of Industries and Commerce.

252, The matter seems to us to involve two main issues: the status
and future location of the Branch, and the use made of it by State
departments. To decide these issues a study should first be made of
the policies affecting the use of land and other resources, and of the
consultation needed between departments to ensure that those policies
are properly coordinated. Such a study should be conducted by the
State Services Commission, which could then recommend the best
location for the Branch, and the status it should be given.
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WILDLIFE ADMINISTRATION

253. Wildlife administration and research is spread over the six
Departments of Agriculture, Forest Service, Internal Affairs, Lands
and Survey, Marine, and Scientific and Industrial Research. There
was clear evidence of the need for greater coordination and rationalisa-
tion. An inter-departmental committee considered and reported on
the problems in 1959. Its recommendations were not adopted. Another
inter-departmental committee was set up in 1960 to examine the
coordination of certain scientific aspects in this field, but it seems
that that committee went into recess when a Bill to establish a Nature
Conservation Council was introduced into Parliament in 1961. The
Council proposed in this Bill, which has not yet been dealt with, is
merely advisory; and is, it would seem, primarily designed to enable
the Government to be informed of public opinion about nature
conservation generally and the effect of any proposed public works
in particular, and to draw up a national policy for “the conservation
of nature”. It would at first sight appear doubtful whether the pro-
posed Council will be concerned with the issues of wildlife administra-
tion and research which have been raised before us. We feel, therefore,
that we should express our views notwithstanding the introduction of
the Bill.

254. Although we heard much evidence about wildlife administra-
tion and its dispersal, we consider that an even more thorough and
detailed investigation is required before the best decision can be
arrived at. One thing, however, is clear: the need for greater
coordination and rationalisation. On the evidence before us (which
we stress may not be the whole evidence), it would appear that
control of inland waters and fresh-water fisheries might be more
properly located with the Department of Internal Affairs. That
department already has wide duties related to wildlife, which include
research into the habits of game birds, and the local administration
of Part IT of the Fisheries Act in the Taupo Trout Fishing District,
the Rotorua Trout Fishing District, and the Southern Lakes Acclima-
tisation District. It operates fish hatcheries at Turangi, Ngongotaha,
and Te Anau, and is the harbour authority for Lake Taupo and the
lakes in the Rotorua area.

255. We do not wholly dismiss the submission made by Treasury
that the Lands and Survey Department, with its nation-wide organisa-
‘tion, is particularly well placed to administer wildlife legislation,
fresh-water fisheries, and inland waterways. The claims of the Forest
Service also have some merit. But wildlife administration would be a
minor function of the Lands and Survey Department, and to a lesser
extent of the Forest Service; a function moreover which could on
occasion conflict with the main policies and work of these depart-




CHAPTER 4 171

ments. ‘This might not be desirable. These departments, however,
could act as agents of the Department of Internal Affairs in appro-
priate districts if that department were given the main responsibility.

256. Our observations made in the last two paragraphs might be
considered when the State Services Commission investigates (as we
recommend it should) the coordination and possible amalgamation of
wildlife administration.

TELECOMMUNICATIONS

257. Two Post Office engineers separately advocated the establish-
ment of a corporation free of the controls now imposed on the Post
Office as a State department. One suggested that all the present
Post Office activities, but more importantly the telecommunications
work, should be transferred to this corporation. The other confined
his proposal to the telecommunications branch of the Post Office, and
to similar work done in some other departments. Both witnesses
considered that a new telecommunications corporation raising its
own loan finance would be able to carry out a more vigorous pro-
gramme of expansion and modernisation. They also saw other
advantages — better service to the public, the higher morale and
enthusiasm which could be developed in a single-purpose organisa-

tion, and economies from more and better long-term planning. .

Nevertheless, each conceded that complete separation of the postal
from the telecommunications work might lead temporarily at least
to some duplication of the accounting and clerical services now
shared. :

258. The present department has developed from the merging of
the Post Office and the Telegraph Department as long ago as 1881.
We recognise that their long tradition of partnership cannot lightly
be set aside. Moreover, the advantages which a corporation might
enjoy in raising capital can easily be overstated, because State
corporations are necessarily controlled by Government policies in this
respect. The rate of capital development in telecommunications will
always be controlled by the Government no matter what form of
State organisation might be adopted. Indeed, even if telecommunica-
tions were handed over to private enterprise, economic conditions
might force some restriction on the rate of development; or control
over capital issues might well apply; or the importation of equip-
ment might still be restricted by import licensing.

259, But we have little doubt that, in the long run, the tele-
communications service will become independent of the Post Office,
in one form or another. As new forms of communication become
more technically involved, and as automatic equipment replaces
manual equipment, the specialist staff needed for design, installation,
maintenance, and operation are less likely to be inter-changeable




172 CHAPTER 4

with other Post Office staff. Already the internal organisation of the
department reveals a clear division between the two, except at the
very top. The two branches grow apart physically as new post offices
and telephone exchanges are built. And as the department increases in
size to cope with greater demands, the case for dividing it on
administrative grounds grows stronger.

260. We are not convinced that the case for a separate tele-
communications organisation is, as yet, an urgent one. Indeed, the
autonomy of the telecommunications service may still be a number
of years away. It would be of value, however, if this pattern of
evolution were accepted within the Post Office as long-term policy,
so that plans may be laid to meet it. We therefore recommend that
the State Services Commission and the Post Office keep the matter
under review. We see no case for the wider proposal of a corporation
embracing all present Post Office activities.

RECOMMENDATIONS

We recommend that :

(48) The State Services Commission further investigate the
following matters:

(a) The better coordination of work concerning the
registration of aliens (par. 221) :
~ (b) (i) The suggested centralisation of the legal
business of the State Services (with certain
exceptions) in the Crown Law Office; and
(ii) Whether any additional rules can or need
be formulated to assist departments in
determining when (and what) legal advice
should be sought (par. 222-226) :

(c) The better coordination of State fire services
(par. 228) :

(d) The development of regional administration
within the Health Department, and the possible
transfer of certain activities to hospital boards (par.
229-230) :

(e) The better coordination of the activities of the
Lands and Survey Department, the catchment boards,
and the soil conservation councils, in respect of high-
country leases (par. 231-234) :

(f) The means, whether by relocation or otherwise,
whereby the Standards Council may be enabled to
perform more effectively its statutory duties (par.
235-240) :
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(g) The coordination of departmental proposals
affecting local government, through the Department
of Internal Affairs (if the Government does not decide
to adopt the recommendations of the Select Committee
on Local Government) (par. 241-244) :

(h) The transfer of civilian staff in the Police
Department to the Commissioner of Police (par.
245-247) :

(i) The better coordination of industrial safety
services (par. 248-249)

(j) The use of the Town and Country Planning
Branch of the Ministry of Works by other depart-
ments, and whether its location and status should be
changed (par. 250-252) :

(k) The coordination and possible amalgamation of
wildlife administration (par. 253-256).

(49) The State Services Commission and the Post Office
keep under review the probable eventual separation of

the telecommunications and related work from the
Post Office (par. 257-250).

OTHER PROPOSALS

261. We now refer to the proposals which we consider do not call
for any recommendations from us.

CROWN LAW OFFICE AND THE DEPARTMENT OF JUSTICE.
AMALGAMATION

262. Sir William Dunk recommended that this amalgamation be
considered if there were no constitutional or legal prohibitions. Sir
William in thus qualifying his proposal clearly saw that there might
be reasons against the amalgamation. We find these contrary reasons
compelling.

263. The Solicitor-General is required to make recommendations,
and give advice, to all Ministers. This advice must be objective and
independent. His independence would be eroded if he were incor-
porated into the Department of Justice which services the Courts and
administers prisons, and in respect of whose actions or proposals the
Solicitor-General may be required to advise. We believe that his
independence must be maintained and oppose any amalgamation
which would prejudice it. (We suggest in passing that the Crown
Law Office and the Department of Justice could properly and
economically share certain services —a common library, for example.)
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CUSTOMS AND INLAND REVENUE DEPARTMENTS: AMALGAMA-
TION

264. It has often been suggested that these two revenue-collecting
departments should be amalgamated. The suggestion arose again
incidentally in the course of our inquiry.

265. Both departments collect revenue but they have little else in
common. The Inland Revenue Department is concerned with direct
taxation — assessing personal and company incomes, collecting and
accounting for taxation, and administering complex tax law. The
Customs Department’s work relates to indirect taxation levied on
commodities. Import duties, sales tax, excise duties, and other taxes
are collected indirectly from the consumer through manufacturers,
importers, and wholesalers. It will be secen, then, that the two
departments do different work; they collect their several taxes in
different ways; their officers need different training; and the advice
which each is called upon to give the Government turns on different
considerations.

266. Integration of the two departments would be unlikely to result
in economy of staff or any other substantial advantage. The merger
would be nominal only, creating two separate and distinct divisions
under one controlling administration. Moreover, the present arrange-
ment whereby the two departments give independent advice to the
Government appears to work quite well. The Treasury, not the
revenue departments, is responsible for giving overall fiscal advice.

267. For all of these reasons we do not favour the suggestion.

A MINISTRY OF FUEL AND POWER

268. We were told that the development and use of the fuel and
power resources of the State needs to be further coordinated. The
evidence submitted to us was mainly concerned with the coordination
of the use of coal and electricity. At the time of the submission of
this evidence the potential of the natural gas discovery at Kapuni
had not been assessed. The recent announcement of the vast potential
of that discovery introduces a major additional resource to the fuel
and power capacity of the country.

269. We are satisfied that greater coordination than has existed in
the past is needed and that such coordination must take account of
other sources of heat and power, such as fuel oil. We are satisfied,
too, that there is a special need to ensure that the planning of power
production is assisted by adequate research and investigation into the
country’s resources, and into overseas scientific developments. The
presence of natural gas at Kapuni accentuates these needs.
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270. The quantities of natural gas now believed to exist at Kapuni
have important implications for the machinery of coordination that
will be needed. The evidence given to us did not take this into account
and leaves us to that extent unqualified to make a specific recom-
mendation. Moreover, the Government itself announced on 29 May
1962 that it had decided to introduce legislation to this session of
Parliament setting up a Ministry of Fuel and Power, and an advisory
Fuel and Power Council, to coordinate the development of all fuel
and power resources in the country. In these circumstances we make
no recommendation. '

THE DEPARTMENT OF INDUSTRIES AND COMMERCE

(a) Consumer Service

271. Several witnesses favoured relieving the Department of In-
dustries and Commerce of its responsibilities for servicing the Con-
sumer Service, so that it might be free to concentrate on its major
purposes. The Consumer Service is relatively new, and while we
understand that comparable consumer organisations overseas are
financially self-supporting, it is apparent that members’ subscriptions
are as yet insufficient to ensure the financial independence of the
New Zealand Service. As long as the Service depends on State aid, we
consider there are advantages in supporting it administratively. The
consumer interests made no complaint about its present location ; we
think that there is some similarity of function, and we doubt whether
the Department’s major purposes are prejudiced. Thus we have no
recommendation to make.

{(b) Commerce Division

272. Some witnesses suggested that a Commerce Division be estab-
lished within the Department of Industries and Commerce so that
traders might receive help comparable to that at present given to
manufacturers. If this proposal involves the provision of new services
by the State, it is a political matter with which we cannot concern
ourselves. If it merely involves internal reorganisation within the
department, so as to group within a new Division the staff at present
concerned with such matters as trademarks, trade practices, price
control, and hire purchase, again it does not lie within the terms of
our Warrant, as we have interpreted them, and accordingly we can
do no more than suggest that the department examine the proposal.

(c) Import Licensing Appeals

273. Proposals were made to us for the establishment of non-
departmental review boards, such as exist in Australia, to hear appeals
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against import-licensing decisions. Since then, the Government has
decided to establish a Tariff and Development Board which can, if
the Government so wishes, be used for that purpose. Thus we think
it unnecessary to make any recommendation on this matter.

INTERNAL AFFAIRS DEPARTMENT ! DISMEMBERMENT

274. A proposal was referred to us that the main work of the
Department of Internal Affairs should be transferred to the Prime
Minister’s Department, and its other work allocated to other suitable
departments. We studied a report which had been made on the
subject by a former member of the Public Service Commission and
which favoured the proposal.

275. We do not believe in adding new responsibilities to the Prime
Minister’s Department. Moreover, we see no advantage at this stage
of the country’s development in dismembering the Department of
Internal Affairs. That department contributes to good government by
specialising in varied, and often unrelated, work. There is a real need
for a department of this kind to be responsible for all those activities
of the Government (some minor, some major) which cannot logically
be placed within a department having a dominant specific purpose.
Any reallocation of Internal Affairs functions among a number of
departments would, we fear, be less logical than their present
grouping. Indeed, we ourselves have found it necessary to recom-
mend that certain added responsibilities be given to the Internal
Affairs Department.

276. When additional functions are given to the Department of
Internal Affairs — and indeed for functions already within it — we stress
the need to define the responsibility of the head of the department
in respect of each function. Clearly he must have the over-riding
responsibility for the administrative efficiency and economy of the
department as a whole, and therefore for its constituent units. How-
ever, we incline to the view that within this department it should
be possible and profitable to give to officers in charge of particular
activities a status which cannot be given generally to divisional heads
in other departments. A considerable degree of independence in the
exercise of expert professional or semi-judicial functions, and of advice
to Ministers in respect of these, would not appear to be inconsistent
with the Permanent Head’s over-riding responsibility for efficiency
and economy. But this indepedence needs to be clearly defined in each
case. If this were done, it might be possible to bring within the
department certain functions which now reside uneasily in other
departments. We commend this to the attention of the State Services
Commission.




CHAPTER 4 177

ISLAND TERRITORIES AND MAORI AFFAIRS DEPARTMENTS:
AMALGAMATION

277. Sir William Dunk suggested that the Department of Island
‘Territories be amalgamated with the Maori Affairs Department or
with the External Affairs Department.

278. Amalgamation with External Affairs seems to us inappropriate.
That department concerns itself with New Zealand’s interests in
foreign countries. With the granting of independence to Western
Samoa on 1 January 1962 all the island peoples under the jurisdiction
of the Department of Island Territories are now New Zealand
citizens. We expect that the Pacific island people will not grow apart
from those of the main islands of New Zealand ; rather the contrary,
that they will come closer together.

279. Amalgamation with the Department of Maori Affairs seems
more logical if only for the reason that, with Western Samoa in-
dependent, most of the people in the remaining Island Territories
are akin to the New Zealand Maoris, and have some problems in
common with them. If this amalgamation of the two departments
were considered correct in principle, and physically possible, we
see five main advantages arising from it. (i) One Minister and
one Permanent Head could control both fields. (ii) The combined
department would offer better career prospects for the staff of both
departments. (iii) The specialist services of Maori Affairs in wel-
fare, building, farming, and research would be available to the
Pacific Islands Administration. (iv) Pooling of domestic services
could save staff and money. (v)The education, training and welfare
of the two Maori populations could be more effectively coordinated.

280. One disadvantage must be stressed. The Department of Island
Territories has been dedicated to its work, and has kept its vitality
and enthusiasm in spite of limited resources. A small department,
infused with this spirit, might in the end serve the Pacific island
people better than a larger department where Pacific problems
might take second place.

281. We think, however, that political considerations must
dominate the decision whether the Department of Island Territories
should be integrated with any other department. These con-
siderations were stressed in detail by all the informed witnesses whom
we heard. We agree with the importance placed on the political
considerations, and, as a result, we have been led to the view that
we should not make any specific recommendation about
amalgamating this department with any other. .

282. 1t is, however, convenient to discuss here the Chatham
Islands Administration which does not appear to fit happily into
the Island Territories Department. The population of the Chatham
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Islands consists of Maoris and Europeans. All enjoy full New Zealand
citizenship and the same political and social rights and obligations as
the mainlanders. They are included in New Zealand electorates, and
all State departments at one time or another have dealings with
them, acting through a Resident Commissioner who is responsible
to the Department of Island Territories. We think there is good
ground for removing the Chatham Islands administration from this
department and making it responsible, perhaps, to the Department
of Internal Affairs. An inter-departmental committee which recently
reported on this matter has reached the same conclusion.

LABOUR DEPARTMENT: TRAINING WITHIN INDUSTRY; WEIGHTS
AND MEASURES

283. It was suggested that these two small sections of the Labour.
Department might be more logically fitted into the structure of the
Department of Industries and Commerce. There was no enthusiasm
for the change. It appears to us that the two sections operate
efficiently where they are, and we see no need for the transfer.

MAORI AFFAIRS DEPARTMENT: DISMEMBERMENT

284.In the course of discussion some witnesses suggested that
possible advantages might accrue from the transfer of Maori Affairs
functions to other departments. It is our view that it would be
premature at this time to consider such a proposal seriously. The
Department of Maori Affairs has an important part to play now
{and for many years to come) in the development of the Maori
people. Further, the recognition given to the importance of the
department’s work by the Government’s acceptance of the Hunn
Report argues for its retention as a department, in spite of the
fact that it has made, and will continue to make, more and more
use of the specialist services of other departments.

FOREST SERVICE AND DEPARTMENT OF LANDS AND SURVEY:
AMALGAMATION

285. Sir William Dunk suggested this amalgamation, but no
evidence supported it. Though there is a similarity of work and
therefore a basis for amalgamation, we see no need for it at the
present time. Today, each department has a big enough task of its
own to justify a separate organisation. Differences no doubt arise
whether land would be better used for agriculture or for forestry,
but the coordinating machinery for resolving them is good. Both
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departments are controlled by the same Minister, who also has
the assistance of fact-finding, land-use committees in deciding any
dispute. We see nothing to be gained from altering the present
satisfactory situation.

PRINTING AND STATIONERY AND INTERNAL AFFAIRS DEPART-
MENTS: AMALGAMATION

286. Sir William Dunk proposed this amalgamation apparently
on the principle that small departments are wasteful. But the Govern-
ment Printing Office is a specialised servicing and trading depart-
ment which will always need to be specially housed. Mere inclusion
in the loose federation of units of the Internal Affairs Department
would not, we think, make a reality of coordination or produce
economies in domestic servicing. We see little advantage in the
proposal.

PRIME MINISTER’S DEPARTMENT: ENLARGEMENT OF ACTIVITIES

287. It was proposed to us that the Prime Minister’s Department
should absorb many of the administrative functions now carried
out by Internal Affairs Department and, as well, be the Government’s
adviser on priorities in national planning. In Chapter 3 paragraphs
26-27, we have fully discussed and rejected the concept of an
enlarged Prime Minister’s Department.

STATE FIRE AND GOVERNMENT LIFE INSURANCE OFFICES:
AMALGAMATION

288. Sir William Dunk observed that there is no administrative
reason why the two Government Insurance Offices should not be
amalgamated. We think, however, that there are good reasons against
it. Both are large departments, well established, and successful in
competition with private enterprise. Neither department seeks
amalgamation. Over the years they have (partly for investment)
erected separate buildings in many cities and towns. Combining
both businesses under the same roof could lead to difficulties in
sharing space. The departments do not make much work for their
Ministers, so amalgamation would lead to little saving of ministerial
time. It seems to us that the disadvantages outweigh any possible
advantages.
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STATISTICS DEPARTMENT AND THE TREASURY: AMALGAMATION

289. No witnesses supported Sir William Dunk’s recommendation
that the Department of Statistics be absorbed into the Treasury. The
Public Service Commission, the Department of Statistics, and the
Treasury itself were all against it.

290. We have formed the view that the New Zealand department
has developed rather differently from many official statistical
organisations overseas. It was made independent of the Department
of Industries and Commerce in 1936. It has developed an excellent
and widely appreciated service producing for public information
statistical material which often has highly significant economic im-
plications. It seems to us that the objectivity of the department’s
reports would be open to question if it were placed within any
organisation responsible for advising the Government on economic
policy, or for carrying out that policy.

291. We must also refer to representations that the Government
Statistician should be made responsible to Parliament rather than
to a Minister. It was said that, though this change would involve
difficulties, it was the only way in which his independence could
be fully safeguarded. We are not prepared to recommend the change.
The independence of the Government Statistician has developed
over the years. We believe that this independence should continue
to grow constitutionally and as a matter of course, rather than by
attempting to legislate for it by making the Government Statistician
responsible to Parliament instead of to a Minister. We cannot assert
that the Government will never be entitled in the national interest to
exercise authority over the publication of specific material, though
we agree that such occasions should be rare. Hence responsibility
to a Minister must be maintained.

STATE ADVANCES CORPORATION: DISMEMBERMENT

292. One witness, widely experienced and respected in the fields of
land valuation and finance, suggested the abolition of the State
Advances Corporation by merging its urban work (that is, financing
homes and renting State houses) with that of the Housing Con-
struction Division of the Ministry of Works; and its rural work
(that is, financing farms) with that of the Department of Lands
and Survey.

293. The witness saw urban lending as part of a social programme
of housing, and rural lending as part of an economic programme
of farm development. He thought that the lending parts of these
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programmes should be administered as part of the respective pro-
grammes rather than as a separate activity. There is much to be said
for this view, but we were certainly not able to study all its
implications.

294. The existence and structure of the State Advances Corporation
is said to be based on the contrary idea; namely that financ-
ing — whether for farms or homes —is a separate function of govern-
ment. But the evidence shows that that principle is not applied
strictly, for the Lands and Survey Department also makes loans to
assist the purchase of rural lands. There is thus at least a possibility
that Government administration suffers from not following con-
sistently either the approach adopted by the witness to whom we
have referred or that claimed to be the justification for the existence
of the State Advances Corporation. If this is so, there is need for some
study of a fundamental character into the administrative implications.
The problem is one which could well interest the Institute of Public
Administration. It is not a matter on which we can make a definite
recommendation, certainly not one supporting the abolition of a
long established department of State.
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Chapter 5. METHODS FOR IMPROVING
EFFICIENCY

Ttem IIT of our Warrant reads:

Any methods by which efficiency is ensured, and any methods by
which the quality or quantity of work might be improved.

PRELIMINARY

1. Our proposals for ensuring and improving efficiency are not
confined to this chapter. Indeed, our whole report is directed to this
end, for example by defining and locating the responsibility for
efficiency (Ch. 2 and 3) and by our various proposals for personnel
policies (Ch. 6).

2.In this chapter we shall discuss certain practical means of
assisting those responsible for efficiency to discharge that responsi-
bility. Our proposals will show that we consider that the use of
some methods should be extended or intensified, notwithstanding that
the State Services have kept comparatively well abreast of develop-
ments in this field, and in some respects have been leaders in it.
No organisation can afford to cease striving for greater efficiency.

3. For convenience, we group our discussion and proposals around
four elements which promote efficiency: the vital need for leadership
at all levels; the need for controls — especially inspections; the provision
of management services; and decentralisation and delegation. We
conclude with a discussion of the prestige of the State Services and
their relations with the public.

LEADERSHIP

4. Efficiency depends greatly on morale, and morale on leadership.
This is true at all levels, from the very top down to the most junior
supervisor. In any large organisation, leadership is in danger of
becoming too impersonal. This risk is accentuated in the State Services
by the necessary emphasis on consistency in decisions; by the neces-
sary controls on public expenditure; by physical dispersion resulting
in control by regulation rather than by personal contact; and by the
pressure of work which hinders senior officers from keeping in close




CHAPTER 5 183

touch with their staff. These conditions can too easily stifle initiative
and impair a department’s ability to produce forceful and imagina-
tive new leaders. But without such leaders, staff morale and
efficiency will quickly deteriorate.

5. We doubt whether any general prescription for leadership is
valid for the widely varied requirements of the State Services. But
any leader must feel a sense of purpose in his own work and be able
to communicate that purpose. He must set a high standard of per-
formance, expect the same standard from his subordinates, and give
recognition when. it is attained. He must accept a personal responsi-
bility for the morale of his staff. Though other factors affect morale,
his role is indispensable.

6. Thus the State Services need to place increased emphasis on the
selection and training of leaders. Permanent Heads and the State
Services Commission must ensure that there is good leadership
throughout departments so that morale and efficiency are maintained.
We now discuss some of the controls which help them to do this.

CONTROLS

7. Controls are not the primary means of achieving efficiency, but
they are the means whereby the responsible authority can verify
whether efficiency is maintained, and can ascertain what remedial
action, if any, is required. Many types of control have a bearing on
efficiency; the significance of financial control for instance has already
been discussed (Ch. 3). Here we shall consider two powerful controls
operated by the Public Service Commission —the fixing of staff
establishments both in numbers and gradings; and the inspection of
departments. In the Post Office, the Railways, and the Legislative
Departments similar controls are operated by the Permanent Heads.

ESTABLISHMENTS

8. The Public Service Act gives the Public Service Commission
authority to fix staff establishments (that is, the numbers that may
be employed) and to determine the gradings (or salaries) of officers
and positions. In practice, the former responsibility is shared with
Treasury, which is required by Cabinet direction to report in certain
circumstances on proposed increases in staff establishments. We think
that this position is anomalous and administratively bad. When the
Government has approved a particular function or service (and
Treasury will have been heard at this stage), the State Services
Commission should have the responsibility for fixing the necessary
staff establishments in the Public Service.
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9. The Public Service Commission’s inspectors examine all pro-
posals for an increase in the number or grading of staff. We think
that their ability to do this effectively would be increased if the
more precise techniques of work measurement now available were
applied to repetitive semi-clerical work, and more especially to
technical work. We refer to these techniques more fully later. Although
the power to fix establishments should be given specifically to the
State Services Commission, Permanent Heads have an implicit re-
sponsibility to examine critically their own establishments. We suggest
that, within defined limits, greater reliance should be placed on the
exercise of this responsibility by Permanent Heads, especially in
respect of clerical posts. On the other hand, greater attention in future
could well be paid by the State Services Commission to the technical
establishments which now form the largest and the most rapidly
expanding section of the Services. We need scarcely add that the
control of establishments should be a continuous process, independent
of requests for increases.

INSPECTION

10. The Public Service Commission has statutory responsibility
and authority to inspect Public Service departments in order to
determine whether appropriate standards of efficiency and economy
are being maintained. It employs several teams of inspectors for this
work; but they also have other important duties. In addition, nearly
all departments have their own inspectors with carefully devised
inspection programmes and procedures, and copies of some of their
reports are sent to the Public Service Commission. The departmental
inspectors are usually engaged full time on inspections over a wide
range of activities; on the other hand, the Public Service Com-
mission’s inspections are more usually directed at specific matters,
such as reviewing establishments.

11. The adoption of comprehensive departmental inspections and
their constructive use in promoting efficiency have been greatly
extended since the Second World War under encouragement from
the Public Service Commission. But still more needs to be done. Less
attention appears to be paid to the inspection of technical, than of
clerical and executive activities. Equal attention is necessary, for
“that which is not inspected, deteriorates”. Moreover, it seems to be
a weakness that departments are not obliged to send reports of their
technical inspections to the Public Service Commission. We' think it
essential that they should be.

12. The State Services Commission would still need to make its
own inspections. An independent check on efficiency is just as neces-
sary where the work is technical as where it is not. The fact that
the work is technical imposes certain limitations on the value of
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inspections by laymen, but does not make them valueless. Moreover,
there is no reason why the State Services Commission should not,
from time to time, co-opt technically qualified officers of other
departments to assist in these inspections. Indeed we go further: it
should use qualified men from outside the Services, even from over-
seas if need be. We have specifically recommended this in respect
of the Ministry of Works (Ch. 4), but the principle applies wherever
the State Services Commission needs to go beyond its own resources
to satisfy itself that efficiency and economy are maintained.

13. Some witnesses suggested that too few inspections are carried
out by the Public Service Commission’s staff. However, the Com-
mission’s inspectors have other- duties, investigating such matters as
establishments and proposals for promotions and gradings, in respect
of a particular group of departments. Hence they rely, not only on
formal inspections on the site, but also on information variously
obtained in the course of this other work, concentrating their inspec-
tions where they appear to be most needed. We are not altogether
happy with this situation. In a sense, these inspectors may not be
completely objective, for they are inspecting arrangements in those
departments for which they have the responsibilities already men-
tioned; for instance, they may well be inspecting the work of officers
whose appointment they recommended. We suggest that the State
Services Commission consider whether it  might not be better to
separate the inspection function from the investigation function.

14. The aim of inspection is to improve efficiency ; but this is only
achieved if necessary action follows. It is for the Permanent Head
and the State Services Commission to decide what action is necessary.
Disagreement between them has on occasion led to wasteful delays
in making improvements. The status which we have recommended
for the State Services Commission should enable such issues to be
resolved much more quickly.

15. Moreover, it should be emphasised that inspections are in them-
selves a means of improving efficiency. A good inspector must do
more than check and criticise; his maxim must be Henry Ford’s
“don’t find fault—find a remedy”. In recent years the emphasis has
shifted from verifying that established procedures are followed to
checking whether those procedures could with advantage be changed.
Familiarity with the work of a number of sections and branches
enables the itinerant inspector to advise controlling officers of improve-
ments which have been introduced elsewhere. He provides indeed a
service to management, but as a general practitioner more often than
as a specialist of the type dealt with in the next section. The general
practitioner must know when to call in the specialist. For this reason,
and to enable him to give more useful advice to controlling officers,
it would be of value if inspectors had some training and experience
in “O and M” or some other management technique.
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MANAGEMENT SERVICES

16. The evidence satisfies us that the Public Service Commission
in particular has actively encouraged the use of management tech-
niques such as organisation and methods review (“O and M”), and
that in many departments (including those outside the Public Service)
the need for such techniques is accepted. However, the use of some
of them should be developed further, and some departments are less
ready than others to adopt a progressive attitude to such matters.
The maintenance of efficiency and economy relies increasingly on
management services, and the State Services Commission ought to
regard their development as one of its main activities.

17. We refer in the next paragraph to the staffing difficulties which
prevent full use being made of O and M. In Chapter 6 we refer to
the same difficulties as they affect training. It seems that staff short-
ages will always tend to bear most heavily on activities of these kinds
because no matter how valuable they are, that value lies predominantly
in the future. The emphasis almost inevitably tends to be placed on
the pressing problems of today. However natural this may be, it is
short-sighted. In the following paragraphs we recommend that special
attention be paid to the development of various management services.
We do not doubt that the same staffing difficulties will impede that
development unless the State Services Commission ensures that the
urgency of the moment is not allowed to over-ride long-range
efficiency. The numbers needed for these kinds of work are not great,
and it should be possible to offer attractive careers to suitable officers.
This investment in future efficiency must be made.

Organisation and Methods Review

18.0 and M, developed during the Second World War in the
British Civil Service, has already won world-wide acceptance. Through
its use, many worth-while improvements have been made in the
New Zealand State Services. The Public Service Commission, the
Treasury, the Post Office, and a number of other departments have
staff fully engaged in O and M. This work is most important in
promoting efficiency and in economising in the use of staff. The
main hindrance to its further development is the difficulty of attract-
ing and retaining the capable officers needed, in the face of staff
shortages and the opportunities for promotion elsewhere. As we have
indicated, this must be overcome.

Work Study

19. The techniques of work study (in its two aspects of method
study and work measurement) are more appropriate than O and M
for reviewing technical work. Method study seeks to establish the best
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methods for repetitive technical operations ; work measurement estab-
lishes the time needed for each operation so that it can be fitted into
a production pattern.

20. In Britain and elsewhere, considerable and profitable use has
been made of these techniques in fields such as railways, dockyards,
forestry, construction, hospitals, and printing. Yet they are little used
in the New Zealand State Services where there are many of these
activities. They should be used more widely.

21. The lead can only come from the State Services Commission.
In all probability, it will be necessary for the first studies to be under-
taken by private consultants, with whom selected officers should work
to gain the pre-requisite experience. This will prove costly, but evi-
dence elsewhere suggests that the cost will be fully warranted.

22. Success will depend, however, on the techniques being fully
accepted in the departments chosen for the first studies. Frank
discussions should also be held with the staff’ associations beforehand,
since work study is sometimes confused with the unrelated and
suspect time-and-motion studies, and opposed for that reason.

Budgets, Budgetary Conirol, and Cost Accounting

23. We have no reason to doubt that these techniques are well
known and widely used in the State Services. Their accounting systems
are designed to that end, and improvements are being made as
opportunity offers. The New Zealand Society of Accountants com-
mented favourably on the standard of accounting in the State
Services.

Statistical Analysis

24. Although departments claimed that they maintain sufficient
statistics for their own purposes, we doubt, from our experience
during this inquiry, whether that is always so, and whether depart-
ments (and employing authorities) fully realise the potentialities of
statistics in management. Greater use should be made of the guidance
which the Statistics Department can give; and training courses
should feature the uses of statistical analysis.

Operational Research

25. This is a mathematical technique which has been defined as
“a scientific method of providing executives with a quantitative basis
for decisions on the operations under their control”. Some depart-
ments have made profitable use of mathematicians from the Depart-
ment of Scientific and Industrial Research, but it seems that the
technique is not well known throughout the State Services. We
suggest that the State Services Commission initiate a study to deter-
mine the most fruitful fields for operational research.
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Suggestions Campaigns

26. The Public Service has an outstanding record here. Thousands
of worth-while suggestions have been made, and some have led to
spectacular improvements in work. In addition, staff morale must
have benefited greatly. We wholeheartedly endorse the scheme and
suggest that the State Services Commission consider the proposal
made to us that more liberal awards be granted for suggestions
adopted.

Mechanisation and Automation

27. It is apparent that the State Services are up to date in their
use of office appliances and the various forms of data-processing
equipment. Departments seem to be fully alive to opportunities which
large organisations offer for the profitable use of such equipment,
and receive valuable technical advice from the Treasury bureau
which specialises in its use.

28. When improvements in office machinery were, in the main,
confined to accounting machines and resulted in no great redisposition
of staff, the Public Service Commission may have been justified in
delegating to the Treasury its authority in this respect. Now, however,
the technical aspects take second place. The introduction of electronic
equipment has much wider implications: for recruitment and training
of operators and supervisors; for the special problems of accommoda-
tion; for the need to develop new management techniques; and for
the problems of staff redundancy. The State Services Commission
will be responsible for these matters, especially for the human problems
which overseas experience shows will be paramount.

29. The State Services Commission cannot afford to surrender the
responsibility to prepare for and deal with automation. We believe
that it must take charge, and that these particular activities of the
Treasury bureau should be transferred to the State Services' Com-
mission.

DECENTRALISATION AND
DELEGATION

30. In other parts of this report (for example, those dealing with
financial control and personnel administration), we urge the desira-
bility of delegating more authority to departments. We discuss in
this section delegation within departments, and especially delegation
to district offices. While it is true that the New Zealand State
Services are already considerably decentralised, and that with this
decentralisation there is in most departments appreciable delegation
of authority, in our view this can and should be extended.

|
|
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31. We believe that Government administration should be brought
as close as possible to the people it serves; and that whenever practic-
able, decisions should be made in the districts where the problems
arise, by people who are known in those districts. Apart from improv-
ing efficiency and relations with the public, greater decentralisation
and delegation would have other practical advantages. It would
improve staff morale and increase career opportunities outside
Wellington, thereby improving recruitment and retention of staff, and
reducing costly and unpopular transfers.

32. The Public Service Commission has encouraged decentralisation
and delegation within departments. We believe that the State Services
Commission should be in a stronger position to see that this policy
is followed in all departments, and that it should give a lead in its
own work.

THE PRESTIGE OF THE STATE
SERVICGCES

33. At a number of points in our inquiry, our attention was drawn
to the prestige of the State Services. Several senior public servants
expressed their belief that this prestige has fallen during the last 30
years; that well qualified youths no longer look to the State Services
for a career as once they did ; and that frequent adverse criticism has
led the public to think of State servants as indolent and bureaucratic.
Other, equally experienced officers considered that the prestige of the
Services is as high as ever; that it is unreal to expect that State
employees (now more than one in six of the working population)
should be regarded as anything other than a cross-section of the
community ; that difficulties in attracting well qualified recruits are
shared by employers who stand high in public esteem; and, finally,
that vocal criticism is not proof of widespread public hostility to the
State Services. Any conclusion on the present public image of the
Services must be entirely subjective, for there has been no acceptable
summation of public opinion on this matter. There is agreement,
however, that prestige has an important bearing on efficiency.

34. A department will have taken a notable step towards efficiency
if the public regard it as being efficient. For then its decisions and
its actions will be accepted without the suspicion and resistance which
would otherwise impede it in carrying out the Government’s policy ;
it will more readily attract and retain staff; its morale will be higher.
It is therefore well worth while to seek to improve the prestige of
the State Services.
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35. Paradoxically, while prestige promotes efficiency, efficiency itself
must be the foundation of prestige. No amount of window dressing
can conceal inefficiency from the public. But efficiency does not auto-
matically bring prestige. Even the most efficient department must
present itself favourably to the public. We suggest some matters that
should receive greater attention.

36. The appearance of Government offices, we mention more fully
in Chapter 6. The manner and appearance of State servants who meet
the public is equally important — and not always commendable. Com-
plaints must be dealt with promptly, frankly, and intelligently ; and
by senior officers. Where practicable, it would be wise to have all
complaints dealt with by a special officer. Publicly expressed
criticisms should be publicly answered by as high ranking an officer
as is consistent with promptitude. Ministers need to ensure that depart-
ments do not bear the blame for Government policy. And leaders
within the Services should encourage such a sense of pride and of
achievement among their staff as can be expected in due course to
influence the public’s conception of them.

37. Government administration is the public’s business, and the
public are entitled to know more than they do of what is being done,
and why. Much may be confidential; but much is not. Much is
eminently newsworthy, and we believe that greater public knowledge
of departmental activities would improve the public’s appreciation of
their State Services. A positive approach to public relations needs to
be encouraged.

38. Senior State servants seem to avoid publicity. The community
know few of them. The tradition that the department is the
anonymous agent of the Minister is carried further than it need be;
and further, we understand, than it is in some other countries. The
heads of departments and of district offices are carrying great public
responsibilities, and should be known to the public they serve.

39. It is our function to point out, if we can, how the State Services
can be improved —not to point out how good they are or how bad.
But our belief in the value of wider public knowledge of the State
Services and their officers is strengthened by the remarks of Sir
Arthur Nevill who gave evidence before us as a public servant, but
who came to the Service with a wealth of outside experience. Sir
Arthur said : :

I wish to preface my comment with high praise of the Public
Service. Anyone of mature years who has travelled overseas is in a
position to make some comparisons with Civil Services abroad, and I
have no hesitation in praising the New Zealand Public Service beyond
all others for its general sense of vocation and public service, and for
a devotion to duty which is often difficult to maintain in the face of

prevailing staff and accommodation shortages. The great New Zealand
public is much to blame for the criticisms which arise from time to
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time, and our public-minded citizens should be encouraged to feel a
jealous pride in the efficiency of the services which they are so for-
tunate to receive. I have found no example of graft, corruption or
privilege which has often marred Public Services elsewhere. On the
contrary, there is a keenness to advance and to obtain more experience
and training. The various voluntary associations like the Civil Service
Institute and the Institutes of Public Administration and Management
are well patronised by civil servants, and the courses conducted by
the Public Service Commission are popular, progressive and competi-
tive. There is evidence of a constant state of self-examination and
criticism within the Service, which is most stimulating.

RECOMMENDATIONS

We recommend that :

(50) Employing authorities and Permanent Heads place
increased emphasis on the selection and training of
leaders and on reviewing the quality of leadership
throughout the State Services (par. 4-6).

(51) The responsibility for staff establishments in the Public
Service be entrusted to the State Services Commission
(par. 8).

(52) The State Services Commission pay special attention
to the control of technical establishments but place
greater reliance on Permanent Heads’ control of
clerical establishments (par. 9).

(53) Greater attention be paid to the inspection of technical
activities, and departments be required to send their
technical inspection reports to the State Services Com-
mission (par. 11).

(54) In its own technical inspections, the State Services
Commission use where necessary the services of quali-
fied men from outside the Services, even from overseas
(par. 12).

(55) The State Services Commission regard the promotion
of management services as one of its main activities,
and in particular:

(a) Ensure that adequate numbers of capable officers
are engaged in this work (par. 17) :

(b) Pay special attention to developing the tech-
niques of work study, statistical analysis, and opera-
tional research (par. 18-25).

(56) The State Services Commission consider whether more
liberal awards should be granted to officers who have
made suggestions which are adopted (par. 26).
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~ (57) In recognition of the importance of the wider implica-
tions of the introduction of electronic office equipment,
the State Services Commission take over the relevant
activities of the Treasury Accounting Methods and
Machines Bureau (par. 29).

" (58) The State Services Commission ensure that a vigorous
policy of decentralisation and delegation is pursued in
departments, and itself give a strong lead (par. 30-32).

(59) A positive approach to public relations be encouraged
to keep the public informed and to raise the prestige
of the State Services (par. 33-39).
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Chapter 6. PERSONNEL POLICIES

Item IV of our Warrant reads:

any changes in policies relating to personnel that would
promote an improved standard of public administration, especially in
relation to:

(a) The recruitment of staff:

(b) The retention of staff:

(c) The promotion of staff:

(d) Rights of appeal:

(e) The retirement of staff:

(f) Classification and grading:

(g) Training:

(h) Discipline:

(i) Relations between employer and employee:

(i) Superannuatlon so far as it affects the recruitment, retention,
and retirement of staff:

(k) Physical working conditions.

INTRODUCTION

1. Though we are not specifically directed to deal only with the 11
topics listed, we find that they form a useful framework for a broad
survey of staffing policies and practices. (The few significant matters
of detail which do not conveniently fit in here have been considered
in Chapter 9.) None of the topics can be considered without reference
to at least some of the others (and to wage fixing in Chapter 7), as
the wider subject of personnel policies includes them all. Thus our
particular remarks and conclusions must be seen as merely part of a
broader and (we believe) balanced treatment of the whole subject.
Indeed, the close relation of the various parts convinces us that the
Government should review as a whole the legislation constituting the
State Services.

2. To give each topic proper consideration, and to show its relation
to the whole subject, we have been forced into greater detail and
more substantial illustration than we have permitted ourselves else-
where in this report. We have also rearranged the given topics in an
order more suited to our treatment of personnel policies and practices.
We shall deal successively with: (a) classification and grading,
(b) recruitment and retention, (c) training, (d) promotion, (e) rights
of appeal, (f) discipline, (g) retirement, (h) superannuation,
(i) physical working conditions, and (j) employer-employee relations.

-

/
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CLASSIFICATION AND GRADING

PRELIMINARY

3. Our investigation quickly showed us that these are complex
matters which are central to the problems of staffing policy. The
State Services need many thousands of career officers, drawn from
almost every occupation and profession. To prescribe identical con-
ditions of service for all these officers (the same salary scale for
technologists and typists, the same hours of work for librarians and
locomotive engineers) would be absurd. To lay down different con-
ditions for each individual officer would be impracticable. Some
method of grouping is required; but the particular method chosen
determines the structure of the Services and exerts a profound in-
fluence on the way they work. This section describes some of the
methods that can be used, and explains why they have such important
effects. The present system is then discussed and some changes are
proposed. The significance of these changes will become apparent in
later sections in which such topics as recruitment, promotion, and
wage fixation are dealt with.

4. Classification and grading are ways of grouping individuals in an
organisation. Since we are not concerned to formulate textbook
definitions but merely to indicate the nature and significance of the
subject, an illustration from a different kind of State Service may
help to make clear the distinction between classification and grading.
There are many possible ways of grouping the soldiers in an army:
for example, into volunteers and conscripts; into home-based troops
and those serving overseas; into regulars and territorials or short-
service recruits. If the soldiers within a given category are treated
differently from those outside that category, then the grouping affects
the way the army works. The grouping into volunteers and conscripts
would be significant, for instance, if volunteers were liable for service
overseas while conscripts were not. But if the two categories were
treated identically, the grouping would be of no greater account than,
say, the distinction between blue-eyed and brown-eyed soldiers.

5. Three systems of grouping seem to be particularly significant in
an army. First, there is the distinction between the branches of the
service — infantry, artillery, medical corps, etc. Second, there are the
classes based on rank — officers and other ranks, and the finer grada-
tions from field marshal to private. Finally, there is the division into
units — divisions, brigades, battalions, and the rest. The rights and
responsibilities of each individual, which in total determine the struc-
ture of the army and regulate its working, will depend on his status
which is defined by each of these three modes of grouping.

[rr——
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Classification

6. The distinction between the infantry, artillery, etc., illustrates
classification according to occupation. That is to say, classification is
a form of grouping based on the ¢ype of work done. The form of
grouping appropriate to an organisation will depend on the nature
of the work to be done, and on the way in which it is arranged.
One might distinguish between Administrative, Executive, and
Clerical classes, for instance, or between Legal, Accounting, Engineer-
ing, Architectural, Scientific, and Technological groups. Whatever the
pattern, the purpose of classification is to specify appropriate condi-
tions of service for each group (entry qualifications, salary scales,
lines of promotion, etc.). Hence the particular classification adopted
is justified by the need to provide conditions of service for one class
which differ from those which apply to others. These differences will
normally reflect different qualifications, training, and experience.
Sometimes, however, an individual may transfer from one class to
another, just as an infantryman might become a gunner by going
through the necessary training. The form of classification adopted,
the extent to which conditions of service differ among classes, and the
ease or difficulty of transfer from one class to another clearly have an
effect on the recruitment, training, and promotion of staﬁ' hence on
the working of the organisation as a whole,

Grading

7. Within an occupational class, a career will normally progress by
promotion from one area of responsibilty to a higher area of responsi-
bility; that is, from one grade to another. Grading is thus a form
of grouping within a given class based on the quality of the work
done. To define the grades within a class, one may use a system based
on rank attaching to persons (“officer grading”); or a system involv-
ing the ranking of posts (“position grading”); or both, as in the
army. The ranks of colonel, captain, corporal, result from officer
grading. The posts of Chief of the General Staff, Battalion Com-
mander, Adjutant, are ranked according to position. It is clear that
officer grading and position grading are not in the strict sense alter-
natives, since one can rank both persons and positions. Moreover, to
grade officers realistically one must bear in mind the jobs that have
to be done; and to grade positions, one must have an eye to the
human resources available. The two methods are complementary, and
it is a matter of indifference whether one calls the officers in positions
A, B, and C “Grade III officers” or calls A, B, and C “Grade III
positions”. '

‘8. Officer grading and position grading differ however in emphasis.
Their results converge, but not necessarily to a point of identity.
Should a particular -officer in a given post be awarded a higher

T*
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grading? It is necessary to consider how the work load of his post
compares with that of other posts in the same grade, and how his
personal qualities compare with those of similarly graded officers. The
relative weight given to these two factors may vary, depending on the
method of grading used. Nor can it be said that stress on one of the
factors is universally right, and on the other, wrong. Which method
is preferable depends partly on the level of the post one is considering.
Variation in personal qualities between one junior officer and another
is less significant than that between senior officers, for little discretion
is given to the junior in his work, and wide discretion given to the
senior. Moreover, superior personal qualities in a relatively junior
officer can (and should) be rewarded by promotion to a higher
graded position; but the more senior the officer, the fewer the oppor-
tunities for promotion of this sort. It must be recognised that an
outstanding senior officer can be worth, to the Government and the
country, many times the value of an average officer of the same grade.
To reward him with a salary many times higher is impracticable; but
to pay him the same salary is less than just. In other words, his
proper grading cannot be determined solely by analysing the work-
content of the position, since the position may be transformed by its
occupant.

9.1t is clear that the basis of grading affects the promotion pros-
pects of individuals, and on that account affects the Service as a
whole. The coarseness or fineness of grades will also have important
consequences. One may place the barriers which mark the boundary
between one grade and the next relatively close together, or relatively
far apart. If the barriers are close there will be a large number of
grades with few positions in each. If the barriers are far apart (a
condition known as broad-banding) there will be fewer grades each
containing more positions. The “width”, and hence the number, of
grades will affect the number of times an officer can expect to com-
pete for promotion in the course of his career. It will also affect
attitudes to promotion, since the wider the grades, the larger the
salary increase from the top of one grade to the top of the next.
Broad-banding allows greater scope for widening the experience of
selected officers, for whereas promotion from one grade to another
depends on competition, transfers from one post to another in the
same grade can be arranged by the employing authority. A stress on
officer grading also increases flexibility in this respect, since the salary
paid is not closely dependent on the position occupied.

10. We accept then that a system of classification and grading
is necessary to any large organisation so that conditions of service
can be related to the type and quality of work done. We accept, too,
that the particular system of classification and grading adopted, by
defining the salary scales and lines of promotion which apply to the
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various occupational groups, affects career prospects, and hence the
recruitment, retention, promotion, and retirement of staff. All these
factors mould the organisation because they regulate the number and
quality of the employees and the use which can be made of individual
talents and experience and because they influence the morale of the
staff. Indeed classification and grading impinge on every part of
staffing policy, and have an important bearing on the operational
efficiency of any organisation.

PRESENT SYSTEMS

11. Each employing authority in the State Services classifies its
staff into permanent, temporary, and casual employees and attaches
markedly different conditions of service to each group. Permanent
staff (with whom we are primarily concerned) are classified in
different ways in the three Services, though the Services have a
common schedule of grades for salaried positions.

Public Service

12. The Public Service has five divisions: an Administrative Division
which includes Permanent Heads and a few other senior officers; a
Professional Division of officers doing scientific, medical, legal,
engineering, and other “professional” work; a Clerical Division which
includes officers doing the traditional clerical and executive work of
government, and many specialists and other expert staff; a General
Division comprising occupations ranging from semi-professional to
unskilled workers and including some clerical workers; and an
Educational Division comprising officers employed directly on teach-
ing and related work by the Central Government.*

Post Offfice

13. The Post Office has an administrative group comprising 18
designated officers of the department; a First Division comprising all
clerical officers, engineering officers and the majority of the controlling
and executive officers who supervise and direct the activities of Second
Division employees; and a Second Division comprising other salaried
officers who are not classified in the First Division, including women
employees (other than clerks), and a large staff of tradesmen, skilled
and semi-skilled workmen.

Railways Depariment

14. The Railways Department has a Salaried Division comprising
an administrative group of top officers, and other professional, tech-
nical and clerical officers; and a large General Division whose mem-
bers are paid by the hour.

#*Most teachers are employed by local education boards or school boards of
governors.
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15. Within the divisions of the three employing authorities there
has been considerable subdivision into occupational groups and sub-
groups for the purpose of determining salaries and other conditions
of service.

SCOPE OF EXAMINATION

16. We heard in evidence little objective criticism and few sugges-
tions for improvement of classification and grading from the Post
Office or the Railways Department. We shall therefore confine our
review and recommendations to the classification and grading of the
Public Service, about which more evidence was given. However the
principles underlying our recommendations apply also to the Post
Office and the Railways Department, and we suggest that the State
Services Coordinating Committee ensure that changes parallel to
any made in the Public Service are, where necessary, made in those
two departments, with whatever modifications may be demanded
by their special circumstances.

17. In this section we shall therefore :

(a) Review the evidence relating to the Public Service and assess
" . the adequacy of its present system of classification and grading:
~ (b) Propose a classification and grading system which we consider
meets the needs of the Public Service: _
(c) Demonstrate our proposed system by applying it to the main
body of Clerical officers: ‘
(d) Examine the need for the present five-yearly regrading and
recommend improvements in regrading. '

THE PRESENT SYSTEM REVIEWED

. 18. The evidence was -compelling on one point - that the present
divisional classification is unrealistic for a modern public service. The.
Public Service Commission summed up the situation when it said:

. . . the Commission is using today with minor modification the

. classification system prescribed nearly fifty years ago by the Public
Service Act 1912. Over the intervening period, the scope and scale
of State activity has increased vastly; improved methods, some
streamlining in organisation, and new concepts in staff training have
been introduced in the interests of greater efficiency. Only the
classification structure has remained basically unchanged. Its survival
intact may simply reflect an inherent excellence but it would be
surprising in the light of the other administrative changes found
necessary, if it is still completely appropriate to present needs.

19.In 1912 when the present scheme was devised, it was fairly
simple to allocate the few Permanent Heads to the Administrative
Division, to identify the “clerks” and “professional officers”, and then
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to place employees not coming into any of these classes in one
fairly large General Division. The divisions thus created were
apparently regarded as occupational classes and used as a device to
separate officers in order to define conditions of service.

20. Since then, divisional differences in conditions of service have
largely disappeared. Today the divisional classification serves no
useful purpose, creates a number of anomalies, and impedes a more
effective system of classification. Furthermore, the single grading-
pattern imposed on the Clerical and Professional Divisions (and
reflected in the promotion barriers and scales of the General Division)
has led to uniformity of treatment. This in turn has prevented the
special problems of each occupational class from being adequately
dealt with, and has given rise to complicated administrative pro-
cedures for ameliorating in a limited way the restrictive application
of a uniform grading system. The system has increased tensions
within and between occupational classes. These tensions have affected
recruitment and retention of staff, and wage fixation.

21. The Public Service Commission recognised the defects of the
classification. and grading system, and put forward a number of
proposals for improvement. These included abolishing the divisional
classification and replacing it by one based on occupational groups,
each of which would be linked to one of two salary schedules—
“general” and “miscellanecus”. The general schedule would provide
longer salary scales than the present for recruits to the Service, Over-
lapping scales were proposed for recruits with differing qualifications
and for officers above the entry grades.

-22. We consider the Public Service Commission’s proposals
imaginative, and accept in principle those dealing with classification.
But in grading we believe it is necessary to go further. The proposed
schedules still embody grades which would apply willy-nilly to all
occupations, and would thus perpetuate one of the main defects
of the present system.

23. Other witnesses took up the Commission’s proposals with
minor variations. Most advocated an ' essential simplicity and
flexibility in dealing with the varying conditions of distinct occupa-
tional classes. We think it fair to say that these suggestions were
generally intended to meet particular  problems connected with
recruitment and retention in the present Clerical Division and
to make adequate provision for well qualified administrators within
that Division. The implications of the proposals for other occupational
classes seemed little considered. The problem surely is to provide
a system of classification and grading which will work usefully for
the Service as a whole, which will help solve the present problems
of recruitment and retention, and which will at the same time be
sufficiently flexible to cope with future changes. -
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THE SYSTEM PROPOSED

24. Though no classification and grading system is perfect, we
are satisfied that the system we propose is superior to the existing
one, and that it will adequately meet the needs of the New Zealand
Public Service now and in the future. Moreover it follows a general
overseas trend towards occupational classification.

25. Our proposal, briefly, is this:

(a) That the present classification into divisions be abandoned
and that the whole of the Public Service be classified into
occupational classes, some of which will be entirely within a
department, while others will extend into two or more depart-
ments:

(b) That grades, salary scales, and other conditions of service be
related to the needs of each occupational class:

(c) That there be a general schedule of common salary steps
which can be used in constructing scales for most occupational
classes; and

(d) That there be an administrative occupational class spanning
and coordinating the other occupational classes.

We shall now examine each of these points in more detail.

(a) Classification into Occupational Classes

26. In this age of technology the Public Service has to compete in
the market place for a wide variety of skills. Public Service terms and
conditions of employment must therefore be adaptable to supply and
demand. To introduce this elasticity into the Service it is first necessary
to sort all staff into occupational classes so that each class can be dealt
with independently.

This quotation from the evidence of a practical and successful
administrator stresses that grouping into occupational classes is the
only way to bring badly-needed realism and flexibility into salary
scales and other conditions of service.

27. Many occupational classes have already been recognised,
especially in the present General (shorthand typing, apprentices,
trades, miscellaneous, etc.) and Professional (land surveying,
engineers, dentists, etc.) Divisions, and to a lesser extent in the
Clerical Division (draughtsmen, audit officers, etc.). A number of
other occupations in the Clerical Division could also be identified
(accountants, tax inspectors, etc.), but it should be remembered
that occupational classes need to be distinguished only where different
conditions of service are required. There would remain in the
Clerical Division a fairly large number of comparatively non-
specialised clerical and executive officers, and we suggest below
(par. 75) how these might be classified.
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28. We recognise that reclassifying the Public Service into occupa-
tional groups, and implementing the other recommendations we
make in this section of the report, will at first impose a heavy
burden on the State Services Commission. However, once those
changes have been introduced, the load will be lighter than that
which the Public Service Commission carries at present.

(b) Occupational Class Salary Scales and Grades

29. Although a number of occupational classes have already been
recognised, and salary scales prescribed for them (both under
and indeperidently of the Government Service Tribunal Act), it
has been necessary to compress many of the scales into the rigid
grading pattern prescribed for the Clerical and Professional Divisions.
The same pattern has indeed largely governed General Division
scales, which in theory were free of that necessity. If our proposals
are adopted, there will be no “divisional” scales. The many existing
occupational class scales already prescribed will remain, but two
tasks will have to be undertaken: first, the construction of occupa-
tional-class scales for those sections of the Service not already covered
by them; second, the more gradual amendment of existing scales
to suit the specific needs of the occupational classes concerned. Freed
from present rigidities, the employing authority must formulate
new general principles to guide it in constructing or amending such
scales. If it observes such principles, it can take into account the
relevant factors (e.g., the need to recruit, the weight to be given
to educational qualifications and to merit otherwise displayed, the
preservation of promotion by merit) and be consistent in its treat-
ment of various classes. To aid our own deliberations we hammered
out certain principles. These should serve as a useful first approxi-
mation for the State Services Commission.

Principle 1: Salary scales for most if not all occupational classes will
need to be subdivided into grades to take account of different
levels of skill, responsibility, or merit. The salary range for each
occupational class, the number of grades within that range, and
the incremental paitern within the grades should be determined
by the special characteristics of that class.

Principle 2: The minimum qualification for entry to an occupational
class should likewise be determined by the special characteristics
of that class. '

30. For the reasons already given, we reject any system in which
different occupational classes are made to conform to a single set
of grades. A single entry qualification is similarly inappropriate. The
qualification may be educational (attested by examination or other-
wise), but may also cover requirements of, say, age, health, or
experience.
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Principle 3: For those occupational classes in which some specialised

- skill is needed beyond a certain point, a qualification-barrier should

~ be fixed at a point which fairly remunerates the work which can
be efficiently performed without that specialised skill. This barrier
should be removed from any officer as soon as he passes the
examination or test required to demonstrate the skill.

31. To erect a barrier means to stipulate that an officer may not
progress beyond a certain point unless he fulfils some special require-
ment, such as passing an examination or test (“qualification-barrier”),
exceeding a certain level of performance in his work (“merit-barrier”),
or competing successfully for promotion = (“grade barrier”).
Prlnc1ple 3, which justifies the use of qualification-barriers, applies to
such classes as shorthand typists, psychiatric nurses, and some tech-
nicians. In a few cases more than one examination or test (hence
more than one qualification-barrier) will be laid down. A qualification-
barrier may coincide with a grade-barrier; in that case, to advance
further an officer will be obliged not merely to pass the examination
or test but also to compete successfully for a position in the higher
gra.de. ‘

Pr1nc1ple 4: Except for the speczal cases covered by Principle 3, the

 ‘minimum entry qualification should be the only one necessary to
reach “any ‘position within the occupational class, notwithstanding

" that higher qualifications may be an advantage to the officer and
the Sérvice.

. 32, Prmaple 4 recognises the concept of - equahty of opportunity.
This concept does not imply that officers with the lowest entry
qualification are as hkely to reach the top as those with better
qualifications. It does imply that an officer with the least qualification
who proves in practice that he is more efficient and suitable for
prornotlon than are better quahﬁed ‘officers shall have the right to
rise to the h1ghest posmons R

-Prin(iiple 5: The lowest point of the salary scale should be fixed at a
point appropnate to the least qualified enirants to any occupational
class. Higher points of eniry should be provided in the basic grade
~of the class for those with relevant higher qualifications. -

33. Any scheme for the classification and grading of a career
service. must- provide for the entry of recruits at the start of their
working life. - Principles designed for this normal method of entry
are not” intended to preclude the admission of older or more:
experienced people at higher points in the scale or possibly at much
higher grades. The principles which we consider should govern such
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appointments are laid down in the section on rights of appeal (par.
276-280 below). The salary level of the various points of entry
should be determined (following the principle of fair relativity) with
reference to the salaries paid to similarly qualified entrants in com-
parable outside employment, or (in the absence of such external
comparisons) with reference to the quality of the qualification and
the time usually taken to gain it.

Principle 6: The salary scale for.the basic grade of any occupational
class should be so designed that entrants with the minimum quali-
fication will move forward to a salary level which fairly re-
munerates the highest standard of work which they can be
expected to carry out efficiently, without special merit but with
the training and experience they will have received at that stage
of their careers. A barrier (either the grade-barrier, or one based
on qualification or merit) should be placed at that level.

34. It is expected that this principle will give, for certain occupa-
tional classes, an initial maximum salary free from unnecessary
barriers and high enough to help to meet present difficulties of
recruitment. .

35. The basic (that is, “recruitment”) grade of any occupational
class can either be kept “short” so that officers are tested early in
their careers by competition at a promotion-barrier, or made “long”
to give semi-automatic advancement up to a salary maximum more
in line with what young men expect to be earning by the time they
are 30. We discussed these alternatives with Australian State and
Federal employing authorities, who have had experience of both short
and long basic grades over a period of some years.

36. In times when recruiting is easy and permits some selection
among applicants of good quality, there is a strong case for a short
scale. A promotion-barrier at an early stage encourages a recruit to
study, and to profit from training, at the age when he is best able to
do so. It is an incentive to diligence and competent work. It impresses
upon him, early in his career, that promotion depends on merit. It aids
transfers of staff between districts, and between divisions of a depart-
ment, Finally, it makes it easier for an officer to transfer to another
department if, because of the type of work or lack of prospects he
comes to regret his original choice.

37. But other things being equal the recruit will usually be attracted
to the employer who offers a long basic grade with automatic advance-
ment. Thus, if the supply of good recruits is limited and other large
employers (such as banks and insurance companies) offer long scales,
the State Services have no option but to do the same if they are to
compete successfully for. a fair share of the talent available. The
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Australian authorities found that if a public service persevered with
short basic grades while rival employers offered long ones, the quality
of its recruits fell even more rapidly than their number. Moreover,
even when the supply of recruits improves (as it has done recently
in Australia) a long scale is still necessary to attract recruits of good
calibre, so long as other large employers are using one.

38. Whatever the advantages of short basic grades, an employer
who offers them when his competitors are offering long ones will fail
to secure recruits of the quality, and perhaps in the numbers, that he
wants. Long scales are therefore needed, for the time being at least,
in the New Zealand State Services. We have accordingly recom-
mended in Principle 6 that the first barrier in a scale be placed
at the highest possible point, taking into account the standard of
work which can reasonably be expected.

Principle 7: A higher firsi barrier in the basic grade may be fixed for
entrants with a suitable qualification which is so much higher than
the minimum qualification for the class that they can be expected
to achieve a higher standard of performance than that contemplated
in terms of Principle 6.

Principle 8: When more than one barrier has been created in the
basic grade of an occupational class (following Principles 6 and
7), the lower barrier should be removed from any officer as soon
as he gains the higher qualification, or shows in practice that he
can be expected to reach the standard of performance which is
expected of those with the higher qualification.

39. An officer with a higher entry qualification will not necessarily
do better work than one with a lower qualification. But it is reasonable
to assume that more of the better qualified than of the less qualified
officers will be capable of a higher standard. Hence, a higher initial
maximum salary may properly be offered to help attract the better
qualified entrants to the Service. But this should only be done when
the lower initial maximum for the less qualified officer is treated as a
merit-barrier which can be surmounted when he has demonstrated the
necessary capacity. There would be great advantages in establishing
in each occupational class with a merit-barrier in the basic grade,
merit-attainment standards which, once achieved, would entitle an
officer to go past that barrier.

Principle 9: Grade-barriers (as distinct from merit- or qualification-
barriers) should be placed at those points where it is necessary for
officers to compete for promotion on merit.

o
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Principle 10: The salary level at each grade-barrier should be that
which fairly remunerates the highest standard of work which can be
expected of a fully experienced officer, of average competence, in
that grade.

40. Promotion may in some cases mean that the officer will con-
tinue to do much the same kind of work, but will have proved
competitively his ability to do it better (see Principle 11 below). In
other cases he will proceed to more difficult or more responsible work,
having proved his superior potentialities in competition.

Principle 11: Each grade should cover the salary range appropriate
either (1) to a group of positions which require similar qualities in
their occupants (on the basis that an officer deemed suitable for
promotion to the least of these positions is also deemed suitable for
the highest), or (2) to a group of officers of broadly similar com-
petence (wherever emphasis on personal qualities rather than on
job content is appropriate).

41. Grading in the Public Service is at present governed by section
17 of the Public Service Act 1912, which requires the Public Service
Commission to grade officers within the existing divisions “according
to fitness and to the character and importance of the work performed
by or to be assigned to each officer and grade”. The precise intention
of these words is far from clear; but they have generally been taken to
mean that grading must be of an officer in his job — that is, to combine
officer and position grading. Whether the wording of the section will
require alteration to give effect to Principle 11 is a matter which the
Law Draftsman should consider.

Principle 12: Subject to the rules laid down in Principle 11, each
grade should encompass as wide a salary range as possible, and
allow the greatest practical degree of advancement before reaching
the next barrier.

42. This is what we previously described as ‘“broad-banding”. It
means simply that positions (or officers) are placed in a few broad
categories rather than in a framework of fine distinctions. Within
these broad grades there may be a series of salary steps or increments
which will take a man to the top of the grade provided that he does
his work satisfactorily. It was strongly represented to us that broad-
banding had many advantages, and that officers should not be made
to compete for promotion to positions differing little in responsibility
from the ones they already hold.
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43. At least seven persuasive points were made in support of
broad-banding :

(a) Increments within broader grades would allow an officer’s
development in a position to be recognised. The present system
virtually declares that, after an officer has spent one year (or
at the most two) in any grade other than the basic grade, he
has reached his zenith for that grade. This is usually untrue.

(b) Officers would be able to move or be moved over a greater
range of positions in the same grade and thus to obtain a
greater variety of experience.

(c) Officers would be able to see more plainly their future pro-
gress. This would help keep them in the Service.

(d) Promotion would be more worth while and, as a corollary,
broad-banding would lead to greater competition at the grade-
barriers.

(e) Broader grades would help to retain experienced officers in a
department by reducing the need for the present great number
of interdepartmental transfers. At present officers often transfer
to other departments in order to surmount narrow promotion-
barriers more quickly. Some interchange between departments
will always be necessary, but if this is too great, or at the wrong
levels, it can cause serious loss of efficiency and add to the
expenses of training.

(f) Broad-banding would also help avoid many of the expensive and
frequent transfers of officers from district to district. Both the
officer and the State pay dearly for such transfers. The transfer
of 50 households in one department in one year cost £14,796.
For the departments under the Public Service Commission,
transfer and removal expenses for the financial year 1961
amounted to £227,583. With the Post Office and Armed
Services added, the cost was £414,862.

(g) On the other hand, broad-banding would facilitate necessary
transfers on promotion between districts by providing a worth-
while incentive. At present, many officers suitable for advance-
ment do not seek it, for the existing narrow grades mean they
would have to change their homes too frequently for too small
areturn. - ,

44. We see merit in all of these contentions. Accordingly, we recom-
mend acceptance of the broad-banding principle in spite of one main
argument (that of expense) brought against it by the Public Service
Commission. The Commission argued that it would be expensive
because, in time, most officers in any grade would be clustered at or
near the top salary step of the grade. Against this additional expense,
however, must be offset some less obvious but nonetheless real savings.

e i
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. 45.Fewer transfers between districts, for instance, would mean
worth-while savings of unproductive removal expenses. We expect
broad-banding to have a material effect on retaining staff, thereby
eliminating some of the costs of a high turnover rate. These costs, like
those of the excessive rate of interdepartmental transfer, include the
increased cost of training, as well as reduced efficiency. The overhead
cost of administration of promotions and regradings would be cut
substantially, because there would be fewer cases to consider. Not only
would the number of grading problems be reduced; there would also
be a greater incentive to treat each of them carefully, since an indul-
gent approach would be so much more expensive. There would there-
fore be a marked reluctance to award any officer a “charity” grade.
Apart from the direct money savings, it is clear from paragraph 43
that an indirect saving in the form of improved efficiency is to be
expected. Finally, it must be remembered that broad-banding has
already been applied, in practice if not-in form, to a number of
occupations in the Professional Division, In the Clerical Division it
would affect only the higher graded positions, hence only a minority of
officers, an appreciable proportion of whom would be near or at the
top step even under the present system. Bearing these points in mind,
we conclude that the advantages of broad-banding outweigh any extra
expense it might involve.

. 46.The frequency of grade -barriers on’ any salary” scale, and
therefore the width of grade bands, will depend on the special nature
of the occupational class concerned (Principle 1). In some occupa-
tions it will take longer than in others for an officer to reach full
efficiency in a given job. While there will always be some arbitrariness
in fixing the exact point of a barrier, we believe that the formulae
given in Principles 11 and 12 are sufficiently precise (in that they
1dcnt1fy the relevant considerations) yet flexible enough to meet the
varying needs of different occupational classes. :
- 47. Broad-banding may affect the prCSCnt system of personal grad-
ing of officers.” A" personal grading is one allocated to an officer —
as distinct from the position he holds —in recognition of his superior
personal ability, or because for the time being he does not occupy
a graded position. Where broad-banding is applied, personal gradings
may be less often needed to reward merit, since wider grades will
allow for an officer’s development in any given job..

 48. Broad-ba.ndmg also _has some bearing -on the Public SCI’VICC
Commlssmns proposals for overlapping grades. An overlappmg
grade is one whose minimum salary does not exceed the maximum
salary for the grade below. In its suggested General Schedule, the
Public Service Commission made use of this device at two levels:
first, in' providing a number of different entry grades to attract
recruits with differing qualifications; and, second, at higher grades
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to cover the cases in which the best applicant for a vacancy in a
higher grade might not have reached the top step in his present
grade. In Principle 7 (par. 39 above) we have suggested an alterna-
tive means of attaining the first of these aims. As for the second,
we are not convinced by the Public Service Commission’s argument.
An officer who, in competition, succeeds in winning promotion to
a higher grade should receive a salary related to the work of that
grade, not to the level of his previous salary. The starting salary
for the higher grade will depend on the rate at which officers are
expected to develop to the point of greatest efficiency, the salary
for which is fixed in accordance with Principle 10. It is conceivable
that the period of expected development might be long enough to
warrant an overlap between grades, but we have no evidence that
such a situation is likely to arise.

Principle 13: Within grades, incremental salary steps should be so
arranged that the average officer reaches the next grade-barrier at
the same time as he attains the standard of performance expected
of a fully experienced officer in that grade. The size of the salary
steps should, however, be sufficient to constitute an adequate
incentive.

Principle 14: Officers showing special merit while working through
a grade should be given recognition in the form of accelerated
increments. Conversely, officers not making an acceptable standard
of progress should have their increments deferred.

49. The steps within a grade, conforming to the expected develop-
ment of officers, are normally by annual increments of salary. By
an accelerated increment we mean one granted before the year has
elapsed, or one equivalent in size to two or more incremental steps.
Though increments may be accelerated or deferred at present, more
use should be made of such variations. If, following our recommenda-
tions, longer grades are adopted for certain occupational classes, there
will be an even greater need to encourage and reward deserving
officers, and to ensure that officers who do not deserve to move
year by year to higher salaries are not permitted to do so.

Principle 15: Merit grades can well be provided to take account of
variations in merit in occupational classes in which there are few
opportunities for promotion. (They will usually apply to occupa-
tions requiring specialised but narrow skills.)

50. It has been customary to furnish merit grades where oppor-
tunities for advancement to positions of higher responsibility are not
generally available (as, for example, in the case of dental nurses).




CHAPTER 6 209

The creation of merit grades, as distinct from grades entailing greater
responsibilities, is justifiable (but only under such conditions) to
make certain that salaries are commensurate with the value of
services rendered, and to provide an incentive for officers who must
continue to do the same type of work. This represents in effect a
special application of the second part of Principle 11.

(c) Schedules of Common Salary Points

51. Although the salary scale and gradings of individual occupa-
tional classes will be so constructed as to take into account the
special needs of each class, there are advantages in having a schedule
of common salary points around which the salary scales for each
class can be constructed. The advantages will become obvious
when the scales come to be constructed, the classes listed in the
annual classification list, any necessary internal relativity among
classes assured, and general wage increases applied.

52. We illustrate our proposal with a general salary point schedule
(Appendix 8). This gives common salary points which could be
relevant to most occupational classes, though many classes would
use only part of the schedule. It will be noted that the incremental
range provides for smaller steps in the early stages of a career when
the officer is under training. In the later stages, when his value
is higher, the steps have been widened. For convenience, we have
used as far as possible the salary scales effective from 1 October
1961. Later we shall use this schedule and our principles to give a
practical illustration of the construction of a scale.

53. It will probably be necessary to have at least two general
schedules — one like the illustration which extends over a wide range,
and one which restricts its range and has smaller increments. The
latter will be needed to construct scales for groups like apprentices,
stores staff, or tradesmen. There will remain, moreover, some
occupational classes in the State Services (for example, nurses,
teachers) whose scales are unlikely to be based on common salary
points, since they are exactly equated with rates paid to similar,
but much larger groups employed by such authorities as hospital
boards and education boards.

(d) An Adminisirative Class

54. We have proposed that the Service should be classified into
a number of distinct occupational classes with their own conditions
of service, and their own work to do in various departments. But
it is obvious that there are other public servants who coordinate
and control the work of the various occupational classes within
departments, and who give the work central direction. They fill
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a managerial and administrative role which needs to be distinguished
from the more specialist role of a member of an occupational class.
Members of this group in a department will be drawn from the
various occupational classes though some classes will no doubt tend
to produce more administrators than will others. We call this group
the “Administrative Class”. The Administrative Class, though drawn
from different sources, needs to be identified for the following six
reasons:

55. (i) All members have one thing in common no matter what
their department, their occupational origin, or the nature of their
technical or educational qualifications. They are responsible, under
Ministerial control, for guiding the activities of departments. Parti-
cular members of the class may need technical competence in some
of the particular work of a department, but the prime needs will
be administrative capacity in formulating and recommending policies
to the Minister and managerial ability in executing approved policies.

56. (ii) If administrative positions in a department are identified,
it will be easier to plan promotion and training policies which will
prepare and test enough potential appointees to fill them.

57. (iii) Training policies must be specifically designed to produce
enough trained departmental officers to fill the positions in the
Administrative Class, for the vitality and efficiency of the Public
Service depend very largely on the quality of this group of officers.
We hope by careful identification of the relevant positions, by
giving them prominence in a special occupational class, and by
adequately training the officers who will have to fill them, that this
vitality and efficiency will be increased.
~ 58. (iv) High technical qualifications are needed to do the best
work in many occupational classes. But the best and most highly
qualified technical man will not necessarily prove the best admini-
strator. The identification of administrative positions should stress
the need to fill them with the best administrators even if these
men are not equal in technical ability to some of their colleagues.

59. (v) Identification of the officers as a class will assist in deter-
mining salary scales and gradings, and in devising the machinery
necessary to keep these under review (Ch. 7).

60. (vi) It will help to induce in administrators a viewpoint wider
than that of a particular occupation or a' particular department. A
career in an occupational class develops the skills, ideas, and attitudes
most suitable for that class. This is in many ways a healthy thing. A
doctor in the Public Service will consider himself primarily a medical
man, not a public servant, and he will be guided by the ideals and
traditions of his profession rather than by his desire to carry out a
Government programme. He will in this way enhance his profession
as well as the Service. But the man at the top must take a wider
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view. He is no longer an engineer or a doctor, a scientist or a
manager. His work as an administrator demands a new perspective,
in time and in space. He must learn to see present deeds in the
context of future needs, his own departmental programmes in the
context of overall Government policy, his own organisation in the
context of the whole machinery of government. He must also learn
a new code of conduct appropriate to his new occupation, and be
guided by it in exercising the wider discretion which is now his.
This code of conduct is particularly important in his relations with
his Minister; without it he cannot reconcile loyalty to a political
superior with loyalty to the ideal of a non-political service. To
establish a separate Administrative Class is to recognise symbolically

the importance of these changes in attitudes and ideals, and to

smooth the way for the training which brings about those changes.

61. We received many proposals for establishing an Administrative
Class which would include the higher positions in the Service. Some
were modelled on overseas precedents, others attempted to devise a
class that suited the special character of the New Zealand Public
Service. These suggestions helped us considerably when we came
to frame our own proposals.

62. We were forced to the conclusion, contrary to some overseas
precedents, that direct recruitment of an administrative elite is not
practicable in New Zealand. The country’s historical development,
‘manifest in the tradition of recruitment from below, precludes this.
We have been impressed, too, by the fact that able New Zealand
administrators have been drawn from many different vocations,
and have very different educational backgrounds. We prefer there-
fore to strengthen the quality of recruits to the occupational classes,
and recommend that such of them as have administrative potential
should be quickly distinguished and given training and experience
which will fit them for later admission to the Administrative Class,
if they so desire. (We deal with this more fully in “Training”.)
Thus recruitment to the Administrative Class will normally be from
the other occupational classes of the Service.

63. We are concerned that the Administrative Class be not formed
in an arbitrary way —on mere classification by salary, for example,
as advocated by Treasury. Some State servants on high salaries are
obviously occupational specialists who have few if any administrative
responsibilities. Some who might be excluded because of lower
salaries should obviously be part of the Administrative Class in
their departments. We are satisfied that the class must be formed
by examining the control hierarchy of each department and identifying
the positions in that hierarchy which involve substantial responsibility
not only for management, but also for formulating and advising
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on policy. The total number of officers in the Administrative Class
would then equal the sum of the departmental positions so deter-
mined.

64. The salary scale fixed for the class will need to take into
account differences in work loads and responsibility, recognising
the fact that positions in the Administrative Class in some departments
will not demand the same high qualities of their occupants as will
parallel positions in other departments. Salaries paid in the Admini-
strative Class may sometimes be less than salaries paid to senior
officers in some other occupational classes. We see nothing wrong
with this. It may indeed prove impossible to retain outstanding
specialists on any other terms.

65. So far we have spoken only of classification. We must now
deal with grading. We said earlier (par. 8) that the more senior
the post to be graded, the greater the emphasis that should be placed
on the quality of the occupant rather than on the work content
of his position. This principle can be soundly applied to the proposed
Administrative Class. The personal qualities of an officer in the
Administrative Class will largely determine the value to the depart-
ment of the position he fills.

66. We therefore recommend that grading in the Administrative
Class, while being related to the nature of the work to be done,
should emphasise officer grading. This will require the greatest
flexibility in grading —to be accomplished by broad-banding as far
as it is practicable at these levels, and by recognising that the real
responsibilities of some of these positions will vary with the occupants.

67. Such variations in the grading of a senior position will be
necessary not only because of differences in the personal qualities of
its occupants, but also because its responsibilities can fluctuate with
changing political or administrative needs. A department may, for
example, be for a few years in the political limelight while it intro-
duces new legislation and develops new administrative procedures
designed to give effect to major changes in Government policy. A
period of relative stability may follow, as other issues (and other
departments) come into prominence. The establishment of positions
in the Administrative Class will also fluctuate for similar reasons.

68. To deal with this and other problems, the State Services Com-
mission may well need greater freedom to redeploy its administrative
talent than the Public Service Commission has had under the tradi-
tional system. We therefore gave some thought to the possibility
of introducing into the Administrative Class a radically different
method of grading for the sake of greater flexibility. Under this
plan, each officer in the Administrative Class would have a personal
grading (or “rank” as in the armed forces), and there would
be no grading of positions. Each officer would draw the salary
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appropriate to his rank, and would fill whatever position the State
Services Commission required him to fill from time to time. The
State Services Commission would thus have complete freedom to
transfer an officer from one administrative position to another.
Vacancies would be filled by appointment and not by competition
(except at the point of entry to the Administrative Class), and
appeals would in consequence be limited to the question of personal
grading.

69. Though such a system would have certain merits, it represents
such an abrupt departure from tradition that we doubt whether
it would be practicable to introduce it in the near future. Further-
more, we hope that a sufficient degree of improvement will be
achieved by broad-banding the positions in the Administrative Class,
and by the other proposals we make, particularly for administrative
training. Broad-banding will not give the State Services Commission
complete freedom to deploy staff, but to the extent that it widens
grades to cover a greater range of positions among which the
employing authority can arrange transfers, it will make the system
more flexible. It will make it easier to second to another department
a doctor (say) who is likely to reach a high administrative position
in the Health Department, and thus widen his administrative experi-
ence. It will also make it easier to correct the situation (which is
bound to arise from time to time) where an officer fails to measure
up fully to the demands of one position, but could give valuable
service in another.

70. We intend that administrators should be selected and trained
to develop an outlook wider than a merely departmental one. It is
nevertheless consistent with this intention that each department should
try vigorously to produce its own leaders. Nothing in the constitution
of the Administrative Class (nor anything that has been said in the
preceding paragraphs) should be construed as derogating from this
intention. Every officer of every department should be able to aspire
to the Administrative Class.

71. All positions in the Administrative Class (with the exception
of Permanent Heads whose appointment is discussed in the section
on promotion) should be advertised and filled in the usual way by
notice in the Public Service Official Circular. The present rights of
appeal should remain.

A GENERAL EXECUTIVE CLASS

72. We are considerably disturbed by evidence of poor recruitment
and high turnover in the Clerical Division of the Public Service, and
in its counterparts in the Post Office and the Railways Department.
The effects will doubtless be felt in the Services for many years
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to come. Public interest demands that the deficiencies be remedied.
The reasons for the poor recruitment and retention will be discussed
later in the relevant sections of our report. But it is obvious that
the Clerical salary scale is a most important aspect. We have there-
fore chosen the Clerical Division as the one best suited to a practical
illustration of our proposals. It is moreover a very large group and
it is found in every department of the State Services.

73.In the process of classification by occupational class, the
specialised occupations of the present Clerical Division (for example,
auditors, draughtsmen, accountants, tax inspectors) should be
separated into distinct classes with salary scales and conditions of
service peculiar to their needs. Clerks and non-specialised supervisory
and managerial officers will remain when the process is complete.
(Specialised supervisory and managerial officers will come within
technical occupational classes.)

74. General Division clerks and clerical assistants must also be
taken into account, The latter, whose work can be distinguished
from ordinary clerical work, should we think form a separate
occupational class. The former, however, can be distinguished from
many Clerical Division clerks mainly because they lack pre-entry
qualifications for admission to Clerical Division. They must be
included, therefore, in any proposal for a clerical occupational group.
They, together with the remaining non-specialised supervisory and
clerical officers in the Clerical Division, should be placed in two
-occupational classes: a Clerical Class and a General Executive Class.

75. Clerical Class: This would include present General Division
clerks, and also those Clerical Division clerks and new appointees not
selected (or not eligible) for admission to the General Executive
Class. Clerical Class would do the more routine, but important, work
at present done by clerks of both Clerical and General Divisions.
They would become eligible for selection to the General Executive
Class by gaining the entrance qualification. The work to be done by
Clerical Class suggests a range of salary grades, the first of which
would have a maximum of, say, £800 a year, with further grades
up to a maximum for the class of, say, £1,000 a year on present
‘galary scales.

76. General Executive Class: This class would include selected
officers who enter the Service for a career that will take them from
some initial training in clerical work, through supervisory grades
and other positions of responsibility, to managerial posts at the top
of the class. There would be considerable movement both in and out
of the class, with a significant influx at the higher levels. For instance,
some officers might leave the class to join other occupational classes
(auditors, tax inspectors, accountants, trust officers). These. officers



CHAPTER 6 215

(or others in separate occupational classes) might later return to the
General Executive Class in senior supervisory or managerial positions
(for example, as district controlling officers). General Executive
aspirants to the Administrative Class would compete for positions
with specialised executive officers from other classes.

77.We shall now apply our principles (par. 30-50) to this
General Executive Class, and suggest some measures we think should
be taken to encourage recruitment, and decrease the present high
losses from this group of officers.

(a) Mzmmum Qualification

78. We favour University Entrance as the minimum qualification
for this class. But because of the present demand for school leavers
and the need to-imeet-competition from other occupational classes
and from outside employers, we recommend that a suitable pass in
the School Certificate Examination (or acceptable substitute) be the
minimum qualification (Principle 2). We regard this as a low
entrance qualification and would hope to see this minimum raised
to University Entrance when circumstances allow.

79. We consider that there is a clear distinction -(which needs to
be stressed) between clerical work and the work which will be done
by officers of the General Executive Class. We would therefore impose
a minimum qualification (School Certificate or an equivalent Ser-
vice examination) on aspirants to the General Executive Class from
Clerical or any other class. After passing this test, they (like other
intending recruits) could be considered for selection. This would be
the only educational qualification necessary for promotion to the
highest posts in the Class (Principle 4) though higher quahﬁcauons
could be an advantage to the officer. ‘

(b) Higher Qualzﬁcatzons

80. Those . entrants with Umver31ty Entrance, Higher School
Certificate, or an acceptable degree, professional quahﬁcatlon, or
diploma should enter the basic grade at higher pomts on the scale
determmed in accordance with Principle 5.

"81. Tt is generally accepted that most recruits with appreéiably
higher qualifications (for example, good university degrees) will be
capable of better ‘work than will those without such qualifications.
This higher standard is not solely the result of higher education. It
is also a consequence of the fact that, higher education now being
available to all with the ability to benefit from it, those who go to
university . (an increasing proportion of them for full-time study)
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are generally the ablest of their age group. The General Executive
Class must get its fair share of these able young people, and to do
so it is necessary not only to pay them a higher stariing salary, but
also to offer them a higher maximum salary than could properly
be guaranteed to recruits with lower qualifications. This is justified
by Principle 7.

82. But it also follows that when the lower qualified officer gains
any one of the acceptable higher qualifications, or shows by his
performance that he can be expected to do as well as the higher
qualified entrant, he should be enabled to pass on to the higher
salary maximum fixed for the entrant with the higher qualification
(Principle 8). Thus any merit-barrier may be removed at any time
after entry if the necessary standard of merit is shown; the earlier
the better so as to encourage the more able officer.

83. The principle of a higher initial barrier for more highly quali-
fied entrants was put forward by the Public Service Commission
and was accepted as fair by the Public Service Association. All officers
in the grade will compete by merit for promotion beyond the grade-
barrier (Principle 9).

(¢) The Initial Grade

84. We have suggested that much of the more routine work of
departments should be done by officers of the Clerical Class. There-
fore the basic grade of the General Executive Class should be con-
structed to develop officers’ potential for higher duties, and to offer
a range of positions which would encourage this development and
show up potential ability. For this reason we advocate a rather wide
salary scale for the first grade, within which a qualification- or merit-
barrier is fixed at a salary which fairly remunerates the highest
standard of work which the average officer with the minimum entry
qualification can be expected to carry out efficiently with the training
and experience he will be given (Principle 6). We consider this
barrier should apply to all entrants except those whose qualifications
are so much higher than the minimum that they could appropriately
proceed to the grade-barrier in accordance with paragraph 39 above.

85. This grade becomes mainly a training grade for the occupa-
tional class, though there is a rough sorting of officers to duties
appropriate to their experience and salary.

86. In suggesting a wider basic grade, we have been influenced
by further factors. The pattern of salary increments should allow
the young career recruit to see his way clear to a reasonable salary
by the time he is 30. Most young men in their twenties (often early
twenties) are married and have children. A sure salary expectation
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would go a long way to retain them in the Service in the early
stages of their career. Outside organisations seem to be able to meet
these natural ambitions and expectations in their career salary scales
(par. 34-8 above).

87. We believe that a recruit with School Certificate (or preferably
with University Entrance), specially selected for executive work, who
enters the Service at the age of 16 or 17 and shows reasonable merit,
should be able to look forward at the age of 29 or 30 to an annual
salary equivalent to £1,000-£1,100 today. With special merit he
would reach this salary earlier (Principle 14). Such a salary scale
for the basic grade of the General Executive Class would not be out
of line with other employment opportunities.

88. We recognise that many Clerical Division officers of 29 or 30
years of age at present reach such a salary (or higher) in spite of
promotion barriers, and to that extent our proposal for a longer
scale would involve no extra expense. They cannot, however, see
these chances of promotion clearly at the outset, and many of the
more ambitious young men are either not attracted to or not retained
in the Service.

89.If an officer does not make the development expected from
officers of the class, his annual increment should be deferred until
he demonstrates that he is worth it (Principle 14). If his perform-
ance remains disappointing, so that he is unable to pass the first
barrier by qualification or merit, he is obviously misplaced in this
class and should be reclassified to the Clerical Class or elsewhere.
Supervisors and controlling officers must approach this kind of
problem with courage, as it would be most undesirable to have the
class clogged at the merit-barrier with a large number of unsuitable
officers.

(d) Subsequent Grades

90. The composition of the General Executive Class lends itself
to broad-banding (Principle 12). The positions in this class are not
of the kind that lend themselves to fine distinctions. There are
ranges of positions which will differ in content but which will re-
quire the same qualification in the officers holding them. We
consider that these positions should be placed in the same grade.
With the variety of jobs which will be available in the grade there
will also be ample opportunity to test the progress of officers before
promoting them to another grade.

(e) An Illustrative Scale

91. We illustrate our proposals in Appendix 9 which gives a
salary scale divided into appropriate grades. The figures in the
scale relate to the salary conditions applying from 1 October 1961,
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and for purposes of comparison these have been shown along with
the existing scale, and with that proposed by the Public Service
Commission.

(f) Translation from Present Conditions

92. The fixing of salaries and grade-barriers for occupational
classes is not within our authority or competence. But we consider
that a scheme broadly resembling our illustration would represent
a realistic approach to one of the biggest problems of recruitment
and retention in the State Services. In saying this we wish to make
it very clear that, if any such scheme were introduced, there would
need to be a transitional period during which each officer and each
position in the classes affected would be carefully appraised. Nothing
in our illustration or in any scheme based on it should be held to
entitle any officer, in advance of that appraisal, to receive a higher
salary, or better promotion prospects, than he enjoys at present;
nor should any officer be deprived of any salary right or entitlement
as a result of it. For instance, a salary level which at present marks
a grade-barrier might, with broad-banding, become the middle step
of a grade; during the transitional period no officer should advance
beyond his existing grade-barrier until it has been confirmed that
he has qualities entitling him to advance up the steps of the new
grade. Many officers at present in the Clerical Division would be
classified in one of the new specialised occupational classes. Of the
rest, those in Class IV and above should enter the General
Executive Class automatically. The employing authority, in a pre-
liminary sorting of those in Class VI and. Class V, would have to
decide which were clearly unsuitable for the General Executive
Class (even though they possessed the minimum qualification), and
allocate them, subject to a right of appeal, to the Clerical Class: The
remamder—mcludmg the, doubtful cases —should be prov151onally
allocated to the General Executive Class, but those who afterwards
failed to demonstrate the qualities needed for further advancement
would be . transferred (after individual appraisal, and subject to
appeal) to the Clerical Class. General Division clerks would be
placed in the Clerical Class at the outset. .

AN OVERSEAS COMPARISON

93.1t is of interest that the classification system in the Australian
Commonwealth Public Service is strikingly similar to that which we
recommend for the New Zealand State Services. Scales for
occupational classes are constructed to meet the needs of each par-
ticular class, using a schedule: of . “standard. salary. points”. The
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following examples show the types of scale that result (the salary
figures represent pounds Australian) :

Customs and Excise

Excise Officer: £ : £ )
Grade 1 .. .. 808-1,078 Assistant Examining Officer  808-1,078
Grade 2 . .. 968-1,188
“Grade 3 .. 1,078-1,298 Examining Officer .. 1,078-1,298

Assistant Investlgatmg Officer 1,078-1,298

Investigating Officer .. 1,518-1,738 Invoice Examining Officer 1,408-1,738

Senior Investigating Officer. . 1,628-—1/»,848

Taxation Assessors

Income tax: £ Estate and gift duty: £
Grade 1 .. .. 968-1,188 Grade 2 .. .. 968-1,188
-Grade 2 .. .. 1,078-1,298
Grade 2a .. .. 1,188-1,408 Grade 3 .. .. 1,188-1,408
Grade 3 .. .. 1,298-1,518
Grade 4 .. < .. 1,408-1,628 Grade 4 . .. 1,408-1,628
Grade 5 . .. 1,518-1,738
Grade 5 . .. 1,628-1,848 Grade 6 .. .. 1,628-1,848
Grade6 .. .. 1,738-1,968
Grade 7. .. .. 2,033-2,228

The examples show that considerable use is made of overlapping
scales. The Commonwealth Public Service retains a divisional
classification, but the Second and Third Divisions appear to have
the same salary points, while the Fourth Division has its own schedule
of common salary points much closer together, corresponding to
the “supplementary schedule” we think will be necessary in New
Zealand.

REGRADING

94. Although the Public Service Commission regrades a number
of positions each year with the issue of the annual classification
list, and even regrades a few posts between times, the main regrading
is done during the  five-yearly review. The Public Service Com-
mission, the Post Office, and the Railways Department must by
statute regrade their Services every five years. They have a common
regrading date. They establish an inter-Service regrading committee
which deals with policy issues and inspects some key positions. A
subcommittee, comprising a nominee from each authority, reports
upon a range of representative positions in each Service. The regrad-
ing is then done by a hierarchy of service committees, inspectors, and
departmental officers. Administrative preparation for the regrading
starts about a year ahead of the regrading date. The repercussions
of the regrading (they implicate the Government Service Tribunal
and the Appeal Boards) are felt by the employing authorities for up
to three or four years after the event.
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95. Although it is commonly acknowledged that the present five-
yearly regrading procedures impose an almost intolerable burden
on the State Services, two main considerations seem to have
prevented the discovery of a more rational and less cumbersome
method. The first is the statutory requirement that the Public Service
Commission, and other employing authorities, regrade every officer
in their Services at five-yearly intervals — a requirement which was no
doubt reasonable when it was introduced over part only of a much
smaller Service in 1912. The second is the fact that it is only out of
this five-yearly regrading that any right of appeal arises in respect
of the grading of positions in the Services.

96. The proposals which we have made for an improved
classification and grading system (particularly broad-banding) will,
if they are adopted, tend to lessen the burden of regrading. But
nonetheless we consider that the present five-yearly mandatory re-
grading should be abandoned. Therefore, we recommend that the
present statutory requirements be repealed, and replaced with a
general direction giving the State Services Commission (and other
employing authorities) the responsibility of ensuring that the scales
of wages and salaries, and the gradings of officers and positions, are
maintained properly and equitably.

97. The initiative would then rest with departments to keep
gradings under review, and to make appropriate recommendations
to the Commission. The Commission would be responsible for con-
sistency of gradings among departments, to which end it might wish
to review gradings in a related group of departments each year,
possibly in conjunction with the investigations of the proposed pay
research unit (Ch. 7/30-33).

98. It may be expected that there would be an almost continual
review of separate key positions under this system. The same cannot
be expected for occupational classes as a whole, nor would it be
necessary, for two main reasons. First, while individual positions can
(and do) change fairly rapidly in work content, the work of an
occupational class as a whole tends to be comparatively static.
For example, where particular types of inspectors are graded into
three separate grades (say Omne, Two, and Special), a Grade Two
position in a particular district may need to be reduced to One or
raised to Special in the light of changing circumstances in that
district. But it will less often be found that the work of the whole
class of inspectors has substantially changed in character. Second,
general salary adjustments such as follow ruling rates surveys and
Arbitration Court orders tend to keep group scales in general
relativity.

99. A right of appeal to the Appeal Board at present arises from
the five-yearly general regradings, but the employee organisations
have an independent right to take a claim to the appropriate wage-
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fixing Tribunal for the review of the scales of occupational classes.
In the case of the Public Service, at least, such claims tend to take
the form of appeals against the Public Service Commission’s five-
yearly regrading determinations, and consequently to be contracted
into too short a period. It appears to us that the abolition of five-yearly
regradings would lead to occupational group claims being made,
and handled, in a more orderly and satisfactory manner.

100. However, it is also apparent that the present restrictions
on occupational group claims to the Government Service Tribunal
would need to be removed by providing that an occupational class
for which a scale is fixed by the State Services Commission becomes
without further proof a class for the purposes of the Tribunal; and
by enlarging the Tribunal’s jurisdiction to coincide with that of
the Commission so that the Tribunal can deal with entire groups.
These matters are dealt with in Chapter 7.

101. Neither the Post Office nor the Railways Department had any
suggestions for a change in regrading procedure, but the Public
Service Commission did concede that continual regrading might be
practicable. It was also represented to us that the advantages obtained
from continual regrading would more easily accrue (a) if decisions
on regrading of certain individual positions could be made in a
department without written reference to the State Services Commission
(that is if the procedure were decentralised by allowing Commission
officers to visit departments and give decisions on the spot); and
(b) if a pay research unit were established to keep under review
outside pay rates and related rates in the State Services. These
matters are dealt with in other parts of this report, as is the problem
of preserving an individual officer’s right of appeal against his
grading if the five-yearly review is abolished (par. 259 below).

102. The classification and grading of each officer, and certain
other information, are published in a classification list, concerning
which we received certain submissions. This matter too will be
dealt with elsewhere in this report (Ch. 9).

RECOMMENDATIONS

We recommend that:

(60) The present divisional classification of the Public
Service be abandoned and the Public Service be
classified into occupational classes (par. 25-28).

(61) The present system of common grading scales in the
Public Service be abandoned, and salary ranges,
grades, incremental patterns, and other conditions of
service be determined according to the particular needs
of the individual occupational classes and on the lines
of the principles we state in paragraphs 29-50.
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(62) There be in the Public Service a general schedule of
common salary steps (and such supplementary
schedules as may be required) which can be used in
the construction of scales for occupational classes (par.
51-53).

(63) An Administrative Class be formed in the Public
Service (par. 54-71).

(64) After classification by occupational class has been
applied to the Clerical Division in the Public Service,
the residue of that Division consisting of general
executives and clerks, together with clerks from the
General Division, be formed into two occupational
classes, namely, (a) a General Executive Class, and
(b) a Clerical Class (par. 72-92).

(65) The present five-yearly mandatory regrading be
abandoned and in its place the State Services Commis-
sion and other employing authorities be given the
responsibility of ensuring under a system of continual
review that the scales of wages and salaries, and the
grading of officers and positions, are maintained
properly and equitably (par. 94-101).

(66) Changes parallel to those recommended in (60) to
(65) above be made where necessary in the Post
Office and the Railways Department, with modifica-
tions to suit their special circumstances (par. 16).

RECRUITMENT AND RETENTION

PRELIMINARY

- 103. It soon became apparent that we could not usefully consider
recruitment and retention in isolation one from the other. Many
of the influences governing the ability of the State Services to
acquire new staff also govern their ability to hold their present
staff. For instance, the level of economic activity is among the most
important of these influences: when the economy is booming, not
only do the quantity and quality of recruits decline, but also the
rate of turnover among employees increases. Recruitment and reten-
tion are closely connected in another way: the fewer the officers
retained, the more it is necessary to recruit. A number of departments,
for example, have traditionally been training grounds for certain
occupations and professions, among them the Railways Department
for engineering apprentices, Public Trust Office for lawyers,
Ministry of Works for engineers. Their recruitment figures could
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be misleading unless one takes into account the extent to which
they can retain the staff they have trained. In the present section
we deal therefore with the broad problems of staffing the State
Services.

BACKGROUND

104. The traditional pattern of recruitment rose out of the victory
of the reformers in the battle against political appointments. As
early as 1866 a Civil Service Act had provided for a qualifying
examination before entry, and in 1886 this was made an open
competitive examination. But in the following year an amendment
opened a back-door into the Service by exempting “temporary”
recruits from examination. This remained open until 1912, when
the Hunt Commission reported and the Public Service Act was
passed. The reformers insisted on a non-political career Service,
and to that end vested responsibility for recruitment in the Public
Service Commission, which has from time to time prescribed examina-
tion qualifications and held entrance examinations.

105. The assumptions behind the recruitment system developed
after 1912 were: (a) that most career officers would enter the
Service straight from school, working their way up from the
bottom, and that this was desirable; (b) that recruits should be
selected on the basis of a written examination, which might be
either a Service examination (for example, the Public Service
Entrance Examination) or one existing for some other purpose
(for example, the University Entrance Examination); (c) that
preference for selection should depend on the performance of the
candidates in such examinations (taking into account that some
examinations might be more difficult than others).

106. During the past 50 years there have been many changes
which ‘cast doubt on these traditional assumptions. The reformers’
ideal of a non-political career Service remains valid, but it has to
be maintained in different circumstances. The education system,
for instance, has been transformed; more children receive a secondary
education, more stay at school longer, more proceed to university,
and of these more are full-time students. Educational standards too
have changed. It is therefore possible to establish a wider range of
entry points to the State Services in order to draw in recruits of
different degrees of education and ability. It is indeed necessary

‘to do so. To limit recruitment to school leavers would be to exclude

from the Services some of the most talented young people; but to
prefer always the academically better qualified candidate might
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involve employing highly intelligent recruits to perform routine
tasks, which would be unsatisfying to them and wasteful of the
country’s human talents.

107. During the same period the economy has been transformed,
and so have the State Services. The range of occupations has increased
markedly both within and outside State employment. It is over-
simple but not wholly misleading to say that, traditionally, the Public
Service consisted of clerks recruited from country districts where
there were few jobs other than farming available to a young man.
The Public Service no longer consists of clerks; nor is it true
any longer that there is no choice of occupation in country districts.
It is over-simple but again not wholly misleading to say that,
nowadays, the Public Service consists of comparatively few clerks
(drawn increasingly from girls and older people) and a multitude
of diverse specialists for whom the State must compete with outside
employers. Specialised occupations, however, require distinctive entry
qualifications, different entry points, possibly even the recruitment
of adults who have gained suitable experience in outside employment.
And the reference to girls and to older people illustrates further
changes which have taken place: changes in the age and sex
composition of the country’s labour force. However desirable the
career-service principle may be —and we do not doubt its import-
ance —some facts cannot be overlooked; for example, that there
will probably always be a need to recruit girls whose Service careers
will often be short, and married women who go back to work as
their children grow older.

108. The increasing range of education, together with the increas-

ing diversity of State Service occupations, make inappropriate the
traditional reliance on written examinations as a sufficient means
of selection at entry. Techniques of testing have moreover been
considerably improved since 1912, so that it is now possible to predict
more accurately how a given candidate will perform in a given
occupation. We understand, for instance, that the British Civil
Service controls the alternative method of entry to its Administrative
Class by kinds of test more up to date than the traditional written
examination, and that the newer testing is more successful than
the older in detecting unsuitable candidates. Some specialised selection
methods have indeed been introduced in the State Services in
New Zealand, for example to choose rural field cadets. At present
the opportunities for introducing such methods are limited, since
in too many occupations the problem is rather one of finding enough
recruits than of discriminating among recruits. Appropriate tests
will need to be devised however for selecting entrants to the General
Executive Class which we have proposed. Testing and selection
do not apply only at entry, and we have indeed mentioned them
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elsewhere in this report. It is sufficient to note here that theré are
better ways of avoiding patronage, and of selecting the best entrants,
than an exclusive reliance on written examinations.

STAFF SHORTAGES

109. It has been argued in the preceding paragraphs that the
traditional system of selecting recruits is defective. In recent years,
the problem of improving it has taken second place to the problem
of attracting and retaining sufficient staff. The emphasis has been
less on selection than on collection. Indeed, the figures submitted to
us show 5,448 vacancies in the State Services — 3,002 in the Public
Service, 1,402 in the Railways Department, 1,044 in the Post Office.

110. These totals do not adequately identify the staffing problems
of the State Services, for three reasons. First, numerical needs can-
not be assessed regardless of quality. Fewer staff of better quality may
be equivalent to more staff of poorer quality. Second, numerical
needs depend on the methods of work adopted. This is very clear in
the case of the Railways Department, which since 1949 has succeeded
in increasing its haulage (gross ton-miles) by 15-3 per cent with a
staff reduced by more than 1,600. Third, totals of vacancies do
not reveal whether the shortage is general, or confined to a limited
range of occupations or departments; and without this information
it is difficult to diagnose the reasons for the shortage and hence
to take effective remedial action.

111. From the nature of the evidence submitted to us the pre-
dominant impression was likely to be one of general shortage, since
most submissions on this topic naturally came from those depart-
ments in which shortages were most serious. But further
examination suggests that the problems are for the most part specific
rather than general, and that they affect some departments,
occupations, and grades more acutely than others. That was indeed
the view of the Public Service Commission.

112. The main problems seem broadly to be these:

(a) Interruption of the normal processes of recruitment during
the depression of the ’thirties and again during the Second
World War, taken together with the expansion of State
activity since 1935, has resulted in a widespread shortage of
suitable, experienced officers in “middle-management”.

(b) There are serious shortages of experienced oﬂicers in a wide
range of specialised occupations, such as auditors, architects,
dental nurses, draughtsmen, engineers, lawyers, quantity
surveyors, typists, tax inspectors, town planners, various kinds
.of scientist, various kinds of technician, and various kinds of
tradesmen, either in certain districts or throughout the country.
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(c) The intake of well qualified young men into the Clerical
Division has failed to keep pace with the demand. It has been
possible to make up the numbers by recruiting girls and older
people to fill junior positions. The shortage is serious, however,
since it is from this group of cadets that many of the super-
visors, managers, and administrators must in future be drawn.

113. While these shortages are specific, they seriously hinder the
general efficiency of the State Services. For instance, it has been
estimated that the shortage of officers to administer the Inland
Revenue Act costs the country more than £1% million a year in un-
collected taxes; only 53 experienced tax inspectors were available at
the end of the 1960-61 financial year, the lowest number at any
time during the past 18 years. We were told that because of the
shortage of dental nurses, 81,000 primary school children are being
wreated by private dentists at an estimated extra cost of £257,150;
the cost of private dental treatment was said to average £5 19s. a
child, compared with £2 16s. 5d. for treatment by a dental nurse.
The shortage of architects and engineers has slowed down the con-
struction and repair work which the Ministry of Works undertakes
for other departments, and has obliged the Ministry to hire private
consultants for some of its design work. This (we were told) in-
volves extra expense. The shortage of operating staff on the railways
necessitates the working of an excessive amount of overtime, which
imposes a heavy strain on the employees as well as a financial burden
on the Department. The shortage of staff in mental hospitals (which,
like the railways, must maintain a round-the-clock service) has similar
effects. Shortages of draughtsmen and technicians mean that
professional officers must be diverted to semi-professional work.
Throughout the State Services, the shortage of staff in key positions
leads to bottlenecks, delays, reduced efficiency; and in many cases
efficiency has also been impaired because departments have had to
replace experienced and highly "qualified officers with those less
experienced and less highly qualified (in which connection it must
be remembered that restrictions on entry make it difficult to fill
abnormal vacancies above the basic grade). These shortages are the
result partly of poor recruitment, partly of poor retention.

RECRUITMENT

114. The difficulty of recruiting well qualified male clerical cadets
has already been mentioned. Though this is common to the three
State Services, the figures for the Public Service are available in the
most detail. The Public Service Commission estimates that, to meet
losses from retirement, death, and resignation, approximately 600
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male clerical cadets are needed each year. The following table sets
out the number actually recruited, in three categories: (a) with less
than School Certificate, (b) with School Certificate but less than
University Entrance, and (c¢) with University Entrance or better.
The righthand side of the table shows the number of boys leaving
school with examination qualifications during the year, together with
an estimate of future trends.

Table 9
Male Clerical Cadets Recruited Qualified Boys Leaving
School

Year t b Total b : Total

EY A B (LY T S P c R A B
#1956 .o 12560 784 374 252 1,505 1,840 | 3,345
*1957 .. |-160 159+ 1284 483 1,821 1,950 | 3,771
1958 .. | 136 244 154 534 || 2,085 2,300 | 4,385
1959 .. | 144 222 165 531 1,996 2,890 | 4,886
1960 .. | 140 190 156 486 2,702 2,900 |" 5,602
1961 .. | 172 163 137 472 2,422 3,055 | 5,477
1962 .. | 172 188 113 473 2,625 3,350 | 5,975
1963 - .. | .. .. .. .. 2,800 3,690 | 6,490
1964 R .. .. .. 3,100 3,990 | 7,090
1965 R .. .. 3,400 4,575 | 7,975
1966 R .. - .. 3,500 5,060 | 8,560

*#1955-7 Breakdown between (b) and (c) available only for recruits joining in

the period December to March: 12 boys joined in April-November 1955; 36 in
April-November 1956.

115. Four facts emerge from the table: first, that though its recruit-
ment has improved markedly compared with 1956, the Public Service
has not attained its target of 600 male clerical cadets in any of the
years considered, and indeed that from 1958 to 1962 its intake was
falling; second, that to recruit even this many boys it has been
necessary to accept a reduction in quality, shown by the even more
rapidly shrinking recruitment from categories (b) and (c) between
1958 and 1962; third, that this has happened in a period when the
number of qualified boys leaving school has been increasing: so
rapidly that there are now as many with University Entrance as there
were with School Certificate or better a few years ago; and finally
that this increase is expected to continue. On the face of it, it should
become progressively easier to obtain 600 male clerical cadets each
year and to ensure that very many of them are well qualified.

8%
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116. For a number of reasons it is impossible to estimate precisely
how many recruits of all types the State Services will need in the
years ahead. Changes in Government policy, for instance, cannot
be forecast, and they may require the provision of new services (or
conceivably, the termination of existing services) with consequent
effects on staffing. Automation, and other changes in methods of
work, could have significant but incalculable effects. Above all, the
number of recruits required will be affected by changes in the rate of
resignations, which is liable to fluctuate unpredictably. Nevertheless,
these important considerations aside, it might be expected that the
number of State servants would increase at about the same rate as the
population increases. The number of school leavers (and particularly
of qualified school Ieavers) is increasing much more rapidly than
that, so that staffing problems should become easier, provided (a)
that there is no great increase in the scope of State activity, (b) that
the State Services can attract a reasonable share of school leavers, and
(c) that they can retain sufficient of the staff recruited. This con-
clusion relates only to total numbers, however; there may continue
to be shortages of groups with particular qualifications (for example,
first-class honours degrees) or with particular experience (for
example, as tax inspectors, or town planners, or trust officers).

RETENTION

117. Any optimism derived from the present and prospective
increase in school leavers must be qualified by two reflections. First,
in spite of the increase it has so far proved impossible to attract
enough well qualified recruits to some occupations (for example,
male clerical cadets). Second, in many occupations there have been
substantial losses through resignation. In the last 10 years, for
instance, the Ministry of Works has recruited from overseas 63
architects, of whom 40 have already resigned. Of its total archi-
tectural staff in 1951, 55 per cent have now left; of its total archi-
tectural staff in 1956, 40 per cent have now left. Over 40 per cent
of the quantity surveyors it had in 1956 have gone. Of the 193
draughtsmen it hired between 1940 and 1950, 93 per cent have left;
of 158 engaged from 1951 to 1955, 87 per cent have left; of those
recruited since 1955, 40 per cent have already left. Of its professional
engineers, 135 left in the five years 1956-61 and 23 in the first half
of the year 1961-62. These have been replaced (when that has been
possible) generally by less experienced officers. Of 117 engineers
and technicians recruited overseas between 1949 and 1957, 65 per
cent have resigned; and 80 per cent of the engineering draughtsmen
recruited overseas in those years have resigned.
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118. Such losses are by no means confined to the Ministry of
Works. In the Department of Agriculture, for instance, more than
half of the scientific officers recruited since 1950 to the Animal
Research Division and the Farm Advisory Division had left by
1960; so had over half of the livestock instructors and the horticul-
tural instructors, and nearly two-thirds of the chemists in the Dairy
Division. Of the 60 male clerical cadets appointed to that depart-
ment in 1955-59 only 22 remained at the end of the five-year
period. The Audit Department has lost 48 out of 220 trained auditors
in the past five years, and in consequence has few if any officers
left who -are available, qualified, and sufficiently experienced to fill
a vacancy at the level of District Auditor. In April 1951 the Public
Trust Office had 590 career staff, of whom 241 were professionally
qualified; by September 1961, to handle a much larger volume of
business, it had 503 career staff, of whom only 165 were profession-
ally qualified. At the start of that period it had 41 legal staff. During
the period it gained 30 and lost 41 (23 resignations), leaving only
30 by September 1961. Of the 203 male clerical cadets it recruited
in seven years from 1951, only 59 remain. Probably the highest
turnover rate mentioned in evidence was that of typing staff in Head
Office of the Department of Health: of a staff of 34, there were
23 transfers and resignations in the 12 months ending March 1961,
a turnover of nearly 68 per cent in a single year.

119. High turnover of staff is disturbing for two reasons. First, it
is wasteful (in training costs, in the overheads of staff administration,
in dislocation of work, and in loss of experience) even when it is
possible to find replacements. Second, it may not be possible to find
replacements with adequate qualifications or experience. Some of
the worst turnover figures (for example among clerical assistants,
and among many kinds of junior staff) are important primarily for
the first reason, and this should be borne in mind when examining
the statistics of staff turnover contained in Appendix 10 (a), (b), (c).

While it is most desirable, on grounds of economy, to reduce
these rates of turnover, our main concern has been with the failure
to retain staff who cannot be replaced — that is, with the contribution
of poor retention to the shortage of key staff noted in paragraphs
117-8 above.

CAUSES OF POOR RECRUITMENT AND RETENTION -

120. The reasons given in evidence to explain the inability of ‘the
State Services to recruit and retain enough staff in recent years fall
into three groups—based on (a) economic factors—full or overfull
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employment; (b) material factors—pay, and other conditions of
service; and (c) non-material factors — prestige of the State Services,
and attitudes towards clerical work.

121. There is no doubt that the level of employment has in recent
years had a marked bearing on the ability of the State Services to
recruit and to retain staff. The nature of this relationship and the
reason for it call for much more investigation than witnesses were
inclined to assume. Overfull employment means more vacancies than
persons to fill them, so that if the State Services were competing
equally with outside employers, the unfilled vacancies should be
shared proportionately between them. That consequence does not
of itself account for any inability to retain present staff. However, it
is plausible to assume that when jobs are plentiful, people are readier
to move from one employer to another. Once again, if the State
Services were competing equally with outside employers, the outflow
should in theory be matched by a corresponding inflow, no extra
vacancies being created. But it has already been noted that in many
occupations losses of present staff are by no means matched by a
corresponding inflow, so that something other than overfull employ-
ment is involved. There is apparently another factor operating
against retention in the State Services in times of overfull employment.
Conversely, when there is a dip in the level of economic activity, the
increase in recruitment in the State Services appears to be sharper
than one would expect. It seems that there may be a further factor
operating in favour of recruitment to the State Services in such a
situation.

122. These facts can be explained by regarding the level of em-
ployment less as a cause than as a condition within which other
causes are either stimulated or inhibited. For example, the wage or
salary rates of occupational groups in short supply tend not to rise as
far or as fast within the State Services as they do outside. This is one
cause of poor recruitment and retention, the effects of which are more
pronounced in times of overfull employment. When the economy
dips, there are fewer outside employers seeking extra staff. Recruits
are then available to fill posts in the State Services, less because they
prefer these posts than because others are not so readily available.
Retention is easier for the same reason. State employment may also
have more positive attractions when the level of employment is
falling, in particular because it offers greater security. Here again
the cause is a special factor affecting State as distinct from other
employment. This cause is inhibited except when the general level
of employment is falling.

123. In our view, the problems of recruitment and retention arise
because, in certain economic conditions, various material and non-
material factors tend to deter people from joining or remaining in the
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State Services. To solve these problems, we think it preferable to
tackle the special factors involved rather than to rely on changes in
economic conditions. Government policy on the level of employment
is not directed towards curing the staffing difficulties of the State
Services, nor should it be.

Material Factors

124. The most obvious special factor is the rate of pay. Even this
is more complex than it may seem at first sight. The employee or
prospective recruit will be concerned not only with his present pay,
but also with what he can expect in future. In considering the latter,
he may take into account the level both of top salaries, and of those
in the middle range, giving weight to each according to his
expectation of rising to that level. In doing so, he must estimate the
time it will take him to reach his goal. In other words, he must con-
sider the height of the promotion ladder, the rung he is on at present,
how far he can expect to climb, and at what rate, and compare the
result with any alternative available to him in outside employment.

125. Different witnesses laid differing emphases on various
elements in this calculation. The Public Service Commission
suggested that pay was of less importance than were overfull employ-
ment and such non-material factors as popular misconceptions about
public employment. Treasury, on the other hand, declared that
“recruitment and retention of staff . . . depend largely on salary
and promotion prospects”’, a view which was shared by the Public
Service Association. The importance of present salary was stressed
by the Commissioner of Works, the Director-General of Agriculture,
and the Deputy General Manager of the State Fire Insurance Office.
The last two witnesses said that they were losing staff to outside
employers who could pay higher salaries immediately, but who could
not offer such attractive long-term prospects. The Secretary to the
Treasury, the Government Statistician, and the Public Trustee,
however, laid particular emphasis on salaries at higher levels, the
last-named witness saying that he was at present losing staff to outside
employers not because of any dissatisfaction with present salaries but
because of dissatisfaction with future prospects. (It is probable that
middle and top-level salaries affect retention rather than recruitment
of staff.) There seemed to be general agreement that especially in
the Public Service the rate of promotion is more rapid than ever
before, so it is probable that any dissatisfaction with future pros-
pects arises rather from the height of the promotion ladder than
from the rate of ascent. The Public -Service Commission claimed
that, with a few exceptions resulting from recent increases in the
starting salaries paid by banks and other institutions, salaries at the
lower levels of the Service have been in reasonable relativity with



232 CHAPTER 6

those in many outside organisations. If this be so, then any dis-
satisfaction with Service pay must relate mainly to future prospects;
but while this might be true as a general proposition, it is still possible
that in respect of the professional and technical groups mentioncd for
instance by the Commissioner of Works and the Dircctor-General of
Agriculture (par. 117-8 above), present salaries may be the main
factor. :

©126. It must be remembered that in the context of overfull employ—
ment, State Service salaries and wages tend to lag behind those in
outside employment. They will be brought into line from:time to
time; but as a general rule they do not move ahead, so that the
outside employee gains the advantage of an earlier increase. This
may tend to discourage recruitment, but we doubt whether it affects
retention, provided the State servant is confident that he will receive
the increase in full and without undue delay.

127. Conditions of service other than salary must also be considered
under this heading. Some apply generally, others affect particular
departments. In considering the former, the presence or absence of
“fringe benefits” is relevant. We discuss elsewhere (Ch. 7/12—14) the
subject of fringe benefits in outside employment, and reach the conclu-
sion that no general pattern of benefits can be discerned. In particular
cases an employer might attract or retain staff by offering such
benefits, but this is equally true of the State Services. The State super-
annuation scheme, for instance, while it appears to have little effect
on recruitment, helps to retain staff once they have accumulated
sufficient years of contributory service (par. 384). Similarly, there is
little doubt that the training given within the State Services, and
the opportunities provided for study, help recruitment. To the extent
that hostel accommodation and other forms of housing or housing
assistance are available (and known to be available), recruitment
and retention in certain parts of the country are doubtless improved.
The staff associations consider that more m1ght be done in this last
direction; the matter is further discussed in Chapter 9.

128. Conditions of service which vary among departments include
the liability to transfer, and to travel extensively in the ‘course of
duty. The latter point applies in particular to the staff of the Audit
Department, and might be given greater emphasis in determining
their pay or allowances. The provision of buildings, equipment, and
facilities affects some staff more deeply than others; research suggests
that women generally attach greater importance to working con-
ditions than do men, but the Secretary of the Department of
Scientific and Industrial Research laid stress on the importance of
good equipment and facilities in recruiting and retaining scientists.
In some types of work (for example in the General Division of the
Railways Department) the prospects of promotion are slight; it ‘was
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suggested that long-service awards might appropriately be paid in
such cases to help retain staff (par. 141). The size, nature, and
location of the department also affect the recruitment and retention
of staff. The Government Printer, for instance, finds it difficult to
retain clerical staff in his department, which is small and offers few
opportunities for promotion in this field. Size is by no means the
only consideration, however; the Social Security Department is
several times larger than the Treasury or the Departments of
External Affairs and Industries and Commerce, but finds it much
harder (in Wellington at least) to attract and retain qualified clerical
staff on account of the nature of the work. On the other hand, the
latter departments (which are necessarily centralised in Welllngton)
find staffing more difficult than do those whose work is largely done
in towns where labour shortages are less acute.

Non-material Factors

129.In Chapter 5 of this report we have more fully discussed
the prestige of the State Services. The subject cannot be wholly
neglected here, since attitudes towards the State Services must have
an important influence on their ability to recruit, and some effect
on their ability to retain staff. Every mischievous and ill-informed
attack doubtless makes recruitment more difficult; it must be recog-
nised, however, that there will always be some element of difficulty
in the situation, since Governments have to do some unpopular things
(such as raising taxes) for which their servants are sure to incur
part of the odium. It is too much to expect that the public image
of the bureaucrat and the tax gatherer will ever be wholly favourable.
It is more practical to impress the public that, even in levying taxes
and imposing restraints, the State servant behaves in a manner at
once efficient and fair-minded. To create this impression, it is
necessary first to be efficient and fair-minded, and second to bring
that fact to general notice by encouraging in every officer an aware-
ness of the importance of good relations with the public. The Post
Office has set an excellent example in this matter. The State servant
should never forget that each applicant, complainant, or customer
might be the parent of a potential recruit.

130. It is of course insufficient merely to polish up the 1mage of
each State Service as an institution, though that is necessary. It is
essential also to spread among potential recruits and their parents
the idea of the State Service as a career. Here again it is a question
first of providing a good career, and second of giving the public an
accurate impression of what is available. Research might well be
undertaken to discover what stereotype the public has of a job in
the Public Service, or the Post Office, or the Railways Department.
It might be discovered, for instance, that to most people “a job in
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the Public Service” means in the first place, security, and then a
desk job. We agree with those witnesses who maintained that too
much had been made of security as an aspect of public employment,
and that better staff would be attracted if stress were laid instead
on the opportunities available for those with talent. The training
available in the State Services should also be a selling point; it is of
some significance that the New Zealand Forest Service, which has
been among the pioneers of staff training, has fewer recruitment
problems than have most departments.

131. Success in recruitment also depends in part on the glamour of
the particular occupation. It was noted in evidence that the Post
Office found it easier to recruit for radio work than for automatic
telephony —not because the work was more interesting, but partly
because radio has a prestige outside the Service which automatic
telephony lacks. Indeed, the success of the Forest Service may derive
in part from the attractively “outdoor” sound of forestry. Several
witnesses suggested that youths nowadays are not attracted by indoor
jobs, and particularly not by “clerical employment”, and that this
hampers recruitment, particularly in the Public Service. Certainly
every effort must be made to dispel the myths that all State servants
are clerks and that all of them work indoors; but equally, the point
must be made that “working at a desk” may involve a career in
management, research, and administration which can be of absorb-
ing interest. Already, by the use of electronic data-processing
machines, some “clerical” processes have been taken out of the hands
of clerks and transferred to those of machine operators implementing
programmes designed by highly skilled “back-room boys”. The office
(and, conspicuously, the Government office) is bécoming one of the
key sectors of an industrial revolution.

132. Non-material factors affect not only the recruitment, but also
the retention of staff. Some of them have been mentioned before.
Effective leadership, for instance, gives an officer a sense of purpose
in his work. Effective supervision means that a recruit will be
properly trained in his job, helped when he needs guidance, and made
to feel part of a group. The Post Office Association stressed the role
of staff welfare schemes. On the face of it they might appear to be a
material rather than a non-material factor, but their main value
could lie in convincing each employee that the organisation (employer
and fellow employees combined) is sufficiently interested in him to
provide help when it is needed. These things help to build up loyalty;
and this section of our report would be incomplete if we failed to
quote a brief passage on that topic from one of the submissions of
the Public Service Commission :

While it may be perfectly true that security and superannuation
are negligible restraints upon even senior officers tempted by the
rewards available in the private sector, it is also a fact that the
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resignation rate would be far higher if considerations of financial
reward alone governed the employment attitudes of public servants.
The prestige of the Public Service has suffered considerably at the
hands of its public detractors in recent years. Loyalty has been
labelled as lack of initiative and dedication to a purpose misconstrued
as an instinct for security. It is a wry paradox that the limitations in
outlook and ability and other bureaucratic ailments so frequently
affirmed to be the special characteristics of public officials are no
deterrent to an ever increasing flow of employment offers to public
servants by outside organisations.

o ASSESSMENT

133. The more serious of the staff shortages in the State Services
have now been described. It has been explained that in some cases
they stem from difficulties of recruitment, in some, of retention; and
many material and non-material factors which may contribute to
those difficulties have been mentioned. It is now necessary to assess
the relative importance of those various factors, relating them to the
shortages which they purport to explain, in order to decide what
remedial measures are appropriate.

134. Three critical shortages were identified in paragraph 112
above: in middle management, in many specialised occupations, and
in recruitment of male clerical cadets. The first of these shortages is
mainly the result of the pattern of recruitment a generation ago,
about which nothing can now be done. It may be that the shortage
in middle management can best be treated by special training pro-
grammes and by encouraging some of those in top management to
retire a little later. The recommendations we make in the sections
on training, retirement, and superannuation are consistent with these
approaches.

135. The shortages in specialised occupations result mainly from
poor retention, though partly, or in some instances, from poor recruit-
ment. We were told that often the entrant joins merely to get a good
training. As soon as he has qualified, or completed the period of his
bond, he resigns, which is what he intended to do from the start. That
may be so; but in our view the fact that so many recruits join to gain
a qualification gives the State Services a tremendous opportunity.
For some years they shculd be in a position to demonstrate to the
trainee that they can provide him with a career offering interesting
and important work, for which he will be paid at rates comparable
with those in outside employment. If the training is adequate —if,
that is, it deals not merely with technical processes but also among
other things with the purposes of the department and the
opportunities available within it —then there can be no question of
ignorance or of the influence of popular misconceptions about em-
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ployment in the State Services. If adequately trained officers resign
in appreciable numbers after they have qualified, it must either be
because the department cannot offer them interesting and important
work, or because they will be better paid outside.

136. While the Public Service Commission was reluctant to admit
that salaries were the key factor, this was the implication of its own
evidence about the retention of specialist officers. It suggested for
instance that the salaries paid by local authorities should be subject
to coordination or control, since specialist staff such as auditors and
engineers were being attracted away irom the Public Service. Again,
it stressed the difficulty of paying a higher salary to an occupational
group that is in short supply, since such an increase would tend to
start a chain reaction within the Service as other groups sought to
maintain their relative positions. It may be deduced therefore that
officers in groups which are in short supply tend to be underpaid.
We have undertaken no comparison of the salaries of State servants
with those in outside employment, but from the limited material
submitted to us in evidence and from the nature of the present
classification and grading system we think it highly probable that in
some occupations, at some levels, pay and prospects are better in
outside employment. (In other occupations it is likely that they are
better in the State Services.)

137. We have therefore recommended, in the previous section,
that the State Services be classified into occupational classes; and
in the section dealing with the principles of wage and salary
determination (Ch. 7/24 below) we recommend that, wherever
possible, the pay of each class be fixed at a level comparable with that
réceived by those engaged in broadly similar work in outside em-
ployment, even when this means upsetting relative salary positions
within the State Services. From the submissions mentioned in para-
graph 125 above, it is apparent that different adjustments may be
required for different groups; in some cases it is the salary
immediately after qualifying that fails to retain staff, in others the
middle or higher salaries. Only by distinguishing different
occupations, and by establishing salary scales and grades suited to
the particular needs of each, can the problems of poor recruitment
and retention of specialist groups be solved.

138. The difficulties of poor recruitment and retention among male
clerical cadets raise somewhat different issues. We have for instance
much less reason for supposing, in this case, that salaries are such an
important factor. Attitudes towards “clerical” work are probably
influential. To overcome these, we have recommended the establish-
ment of a General Executive Class (par. 76-90 above), so that
selected recruits of high quality may (together with suitably qualified
and equally meritorious officers from the Clerical Class) be offered
training and experience appropriate for a career in management.
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'The proposed long starting scale will provide suitable entry points

for recruits with qualifications up to the level of a good honours

'degree. We favoured a merit-barrier within that scale for recruits

who lack high qualifications at entry. But unnecessary promotion
barriers should be avoided in the early years of service, and higher
positions should be broad-banded. The careers available in such a
class should be interesting and rewarding, and the career oppor-
tunities more clearly evident than those apparent to potential clerical
cadets today. Well publicised, such a scheme should prove attractive
to a number of recruits of good quality, provided that it is made
clear that ‘high standards are expected both at entry and in later
work. We do not think that the State Services should be afraid to
emphasise that ability and application are needed for success. Entry
to the Clerical or to other classes would of course be open to those
who failed to secure selection for the General Executive Class, with
the possibility of subsequent transfer if enough merit is shown.

139. While the proposal outlined in the previous paragraph should
attract a number of boys leaving school with University Entrance,
it may be doubted whether it would attract enough graduates for
general executive work. Past experience in this respect has been
disappointing, and while clearer career prospects should improve
matters, it must be recognised that many students by the time they
graduate are already committed to join organisations which have
assisted them with bursaries. The State has already adopted this
practice extensively to secure post-primary teachers, and in recruit-
ing for the State Services it offers bursaries, for example, in engineer-
ing, forestry, horticulture, and science. Local authorities and
industrial organisations are also offering bursaries, in some cases for
a much wider range of studies. Up to the present, the State Services
have granted bursaries for full-time study in arts, law, and com-
merce, only to selected serving officers who in one year can either
complete a bachelor’s degree or, already having such a degree, can
take a good master’s degree. To secure enough graduates within
the General Executive Class it may be sufficient to extend this scheme
to provide two years of full-time study for suitable young officers
who have served for a year or two and shown by part-time study
that they are capable of completing a degree. But should that prove
to be insufficient we comsider that a limited number of General
Executive bursaries should be offered to school leavers for full-time
university study in arts, law, or commerce, like those already available
for technical occupations.

140. In the preceding paragraphs we have made proposals designed
to alleviate the most serious staff shortages in the State Services. To
deal with these is not to solve all the problems of recruitment and re-
tention. We doubt whether anything short of a fall in the level of
employment would substantially reduce the mobility of certain types
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of labour. Prejudice against the Public Service will still tend to
hamper recruitment (as we noted in par. 129-131 above), and we
see no answers to this problem other than continued pursuit of
efficiency, and increased sensitivity to relations with the public:
Other factors affecting recruitment and retention —among them
leadership, effective supervision, liability to transfer, assistance with
housing — are dealt with elsewhere in this report.

141. We conclude this assessment with some comment on a pro-
posal mentioned in paragraph 128: that long-service monetary
awards should be paid in occupations in which promotion prospects
are necessarily poor. We see practical difficulties in defining those
occupations, and in limiting long-service awards to them. A merit
grade may provide the best solution where skill increases with long
experience (par. 50 above). But if the practical difficulties can
be overcome, and a better system is not available, we consider that
long-service awards would be justified in those occupational classes
if the costs of recruiting and training new staff exceed the costs of
the long-service awards necessary to retain existing staff.

THE FUTURE

142. Most of our discussion like most of the evidence on which
it is based has been concerned with urgent present problems. These
have persisted since the Second World War, and without doubt the
erosion of staff at several key points has become critical enough to
threaten the continuance of a number of important services. Never-
theless, the increase in qualified school leavers and graduates should
reduce the urgency of those problems if the State Services, by adopt-
ing the various changes we have recommended (notably those
relating to classification and grading and to salary fixation), prepare
themselves to take advantage of it.

143. In that event the traditional problem of recruitment — that
of selecting among applicants — will resume its importance. One of
the responsibilities of the proposed State Services Commission should
be to undertake the research necessary to introduce new techniques
of selection appropriate for particular occupational groups. Research
is also needed in other fields—for example, into public attitudes
towards careers in the State Services so that suitable advertising and
publicity for recruitment can be devised. We consider it unnecessary
to deal in detail with the methods by which the State Services can
bring career opportunities to the notice of potential recruits. We
recognise that a great deal is already being done. One problem
which may however repay more careful investigation is that of
impressing upon prospective recruits (and their parents) the fact
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' that State servants are individuals. The State Services are large

organisations by New Zealand standards, and they have been

' moulded by the tradition that their members are anonymous instru-
- ments of a Minister. The prospective recruit may on that account be
deterred by the fear of becoming lost in a vast impersonal machine.

Publicity should attempt to counter this.

144. It is clear from the preceding paragraph that the State
Services Commission should have general responsibility for supervising
recruitment, and for undertaking the research necessary to get the
most good out of recruiting ‘programmes. But authority to conduct
such programmes should be delegated as far as possible to depart-
ments, subject to the standards and limits laid down by the State
Services Commission. (The Post Office and the Railways Department
should continue to enjoy that autonomy.) Where an occupational
class is limited to a particular department (for example, traffic
officers to Transport Department) the process of selection and
appointment could normally be delegated in its entirety. Where a class
extends to a number of departments (as in the case of rural field
cadets), the State Services Commission would have to play a more
direct role in the testing and selection of applicants. The special
obligations arising out of the employment of apprentices would make
that a field in which the Commission would also need to keep closer
control.

RECOMMENDATIONS

Our main recommendations for improving recruitment and retention

‘in the State Services are included among those dealing with classifi-

cation and grading, and with wage and salary determination. In
addition we recommend that:

(67) The State Services Commission be given general
responsibility for supervising recruitment, and for
undertaking the research necessary to increase the
effectiveness of programmes for the recruitment and
selection of staff (par. 142—4).

(68) Authority to conduct programmes for the recruitment
and selection of staff be delegated where possible to
departments (par. 144).

(69) The scheme enabling serving officers to undertake one
year of full-time study to complete a bachelor’s degree
in arts, law, or commerce be extended to cover two
years of study; and, if necessary, bursaries be intro-
duced to cover the whole university course in those
subjects, on the lines of those already existing for
scientific and technical subjects (par. 139).
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(70) Consideration be given to the introduction of monetary
awards for long-service in occupational classes in which
promotion prospects are necessarily poor, in which it
is impracticable to introduce a merit grade, and in
which the costs of the awards needed to retain existing
staff are exceeded by the costs of recruiting and train-
ing new staff to replace them (par. 141).

TRAINING

PRELIMINARY

145. Staff training may be defined as the systematic and special
education of staff (either as individuals or groups) to fit them better
for particular work in an organisation, or to develop their potential
for other (and perhaps more responsible) work. It has a direct effect
on the efficiency of the individual worker, and on the efficiency of
the organisation as a whole. It has also an indirect effect in com-
municating a sense of purpose and, through this, improving morale
and self-discipline. Staff training grows in importance as the wider
social, economic, and political purposes of the State Services grow
more complex, and as their activities increase. The day has long
since passed when officers could learn all they need to know by
working alongside their more experienced colleagues. And indeed
training by experience is often a slow process. It is sensible to speed
the process up in a rational and intensive way especially for those
occupations where there is (or will be) a perceptible shortage of
experienced staff.

146. The more we congidered the evidence and its implications
the more thoroughly we became impressed with the essential import-
ance of staff training as an integral part of staffing policy. To be
successful it must be planned, supported, and firmly controlled by
those responsible for the high policy of the organisation. If left to
itself, as a kind of specialist occupation, without such policy leader-
ship, it will be called on to fill only the most obvious or urgent
training needs, or those most easily satisfied (for example training
in simple work skills), neglecting long-term needs which may be more
important, though less easily recognised and satisfied.

147. The Public Service Commission in its evidence distinguished
conveniently between education (the gradual maturing of the mind
and the gaining of general knowledge) and training, which has to
do with specific work in a specific organisation and builds on the
prior educational attainments of individuals or groups. We shall
follow this distinction and divide the subject into two, discussing
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first — educational standards for entry to the Services (since these
standards profoundly affect the pattern of later training) and the
steps taken to encourage study after entry; and second —the staff
training done at present in the Services, making our assessment of
what has been done and suggestions for improvement.

GENERAL EDUCATION

Entrance Standards and O pportunities After Entry

148. It is obvious that a reasonably good general education will
be needed in most occupational classes of the State Services, though
the standards demanded will vary among groups according to the
character of their duties. It is also obvious that the better educated
officer will as a rule be better able to gain the skills required in his
particular job. However, we agree with the Public Service Com-
mission that it is not the responsibility of the employing authorities
of the State Services to provide a general education for the
community. Ideally the State Services should be able to draw on a
sufficient number of suitably educated recruits. But where certain
highly specialised qualifications are wanted, the ideal has seldom
been realised, and it has long been necessary to offer bursaries and
other study awards to prospective recruits, and to selected officers.

149. The Post Office and the Railways Department offer
bursaries to school leavers to enable them to obtain degrees in
engineering before they begin their departmental work. The Public
Service Commission offers bursaries for recruits to several professions.
During 1961, for example, it granted 33 engineering, 8 agricultural,
3 architectural, 17 science, and 14 rural field cadet bursaries to
school leavers. The employing authorities also grant awards for a
year’s full-time study to enable officers to take a master’s degree or
to complete the final year of a bachelor’s degree. The Public Service
Commission granted 17 such awards during 1961. Furthermore,
officers of proven ability have been granted study awards to take
diploma courses; for example, a child welfare officer may be given
an award to study for a Diploma of Social Science.

150. In addition, the employing authorities encourage part-time
study with generous concessions of working time to attend lectures.
During 1961 over 1,300 officers were studying part time at
universities and other educational institutions; over half of the 2,311
students studying for the Technicians’ Certification Examinations
were State servants — 962 from the Public Service, 148 from the Post
Office, and 196 from the Railways Department. Not all these
students receive time off but to the extent that they do, the con-
cessions are expensive, though justifiable.
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151. The employing authorities also give courses of instruction for
Service examinations. Some are of a general educational character.
"The Post Office runs a correspondence school which gives 43 different
‘courses and has some 4,000 enrolments a year. The Public Service
Commission also provides correspondence courses, tutors, and
examiners for certain subjects.

152. The general educational standard of recruits profoundly
affects the pattern of their later training. It is therefore disturbing to
find that the State Services have had to lower their entry standards
at a time when higher standards of general education are required
to form the basis of the far more complex training now needed. Of
all clerical recruits to the Post Office for the three years ending 31
March 1960, only 2-2 per cent had gained University Entrance, and
a further 12-1 per cent School Certificate — the remaining 85°7 per
cent had three years’ or less secondary education. In the Railways
Department 963 cadets were recruited over the 10 years to 31 March
1961. Only 14 had University Entrance—852 had three years’
secondary education or less. The Public Service has been able to
attract more better-educated clerical recruits than either the Post
Office or the Railways Department, but even so the number must
be considered inadequate against the fact that very many executive
and administrative posts must eventually be filled by members of
this group. In the two years to 31 March 1962, 945 male clerical
-cadets were recruited into the Public Service. Of these 250 had
gained University Entrance or Higher School Certificate, 351 had
School Certificate or Endorsed School Certificate, and 344 had only
.the minimum Public Service entrance standard of three years’
secondary schooling or its equivalent.

153. The Services have sought to meet the shortage of adequately
qualified recruits in some occupations by granting the bursaries for
full-time university study which we have previously mentioned. But
we consider that even more bursaries will need to be granted and
the system perhaps extended to school leavers intending to enter the
General Executive Class. We have in paragraph 139 already
recommended widening the opportunities for full-time study in arts,
commerce, and law for serving officers, but this may not be sufficient.
It may also be necessary, through the methods mentioned in para-
graph 149 or otherwise, to give selected officers the opportunity of
improving their general education to fit themselves for higher
specialised training.

STAFF TRAINING
-An Analysis of Training

154. We find it helpful in analysing training for the State Services
first to draw attention to the three different types of skill required in
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those Services and to locate the area where each skill is particularly
necessary. The first is fechnical skill. With increasing specialisation
in the different occupational classes, each specific task must be per-
formed with increasing efficiency. Training programmes designed
to improve performance in particular jobs must include a wide range
of specific training “on” and “off” the job. New (or greater)
technical skills can be acquired in this way. The second type is
managerial (perhaps ‘“supervisory”) skill* ~the individual officer’s
understanding of the attitudes and values of others, and a critical
perception of his own attitudes. This skill is particularly important
in all supervisory and executive positions. It develops naturally as
part of an individual’s personality; it also comes in part from his
general educational background. But it can be improved by well
designed training and experience. The third type is conceptual skill.
This involves the individual’s ability to see the role of the organisation
(in this case the department) as a whole, its relationship to other
departments, and the manner in which its component parts inter-
relate. It also involves a political awareness that permits an
interpretation of the department’s role in accordance with the
philosophy of the Minister and the Government, and finally it involves
the ability to generalise from experience, to look ahead, and to plan
for change. This skill can (and sometimes does) emerge from
experience, but there can be no doubt that training promotes its
development.

155. Technical skill is most important in middle or lower levels of
activity and near the perimeter of a department’s administration. It
also assumes great importance in highly specialised fields such as
engineering, science, and medicine. Managerial skill is essential at
all levels in a department, but is particularly necessary for supervisors.
Conceptual skill becomes of primary importance in the area of
policy decisions.

Induction Courses

156. Each department within the State Services is expected to
introduce recruits systematically to their work. Departments practice
“induction” techniques supported by “induction courses”. Though
this matter has obviously been given much thought we are left
with the impression that performance has sometimes fallen short of
intention. The Public Service Commission’s evidence and its 1961
annual report admit that some departments are not paying enough
attention to the individual problems of recruits, are neither interesting
them in the work of the department, nor providing adequate pro-
grammes of training. Junior officers confirmed this in evidence.

*Described by American writers as “human skill”.
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The Development of Technical Skill

157. Some departments take much care to explain and demonstrate
methodically to junior officers every new task they have to do. Super-
visors are expected to train their staffs effectively on the job, and their
success in this is taken into account in assessing their own merit.
Descriptive analyses (“desk files”) are maintained for all routine
work. Job breakdowns are sometimes used. But not all departments
have as good a record, and the opinion was more than once expressed
that many supervisors lacked the skills necessary to train their staff.

158. Departments are required to have programmes of training off
the job, making use mainly of special courses. Though some depart-
ments have an excellent record in this training (Forest Service and
Maori Affairs Department, for example), others could well do more.
The employing authorities furnish some special off-the-job training
which departments are not equipped to provide, for example in
typing, telephone operation, art of interview, and salary work. De-
partments make wide use of this kind of training.

159. The apprenticeship training given in such departments as
the Government Printing Office, Maori Affairs, Navy, Post Office,
Railways, and Works is universally accepted as being of the highest
standard and needs no further comment.

The Development of Managerial Skill — the Training of Supervisors

160. General supervisory training aims tc develop managerial skills
in all ranks. Departments are encouraged to train their officers up to
middle management. However, a survey taken two years ago by the
Public Service Commission showed that approximately 500 officers,
each responsible for the work of five or more subordinates, had never
received any organised training in supervision. This is unsatisfactory.
The highest rate of turnover in the Services occurs in the first 10
years of employment. We believe that better supervision would reduce
this turnover and greatly increase efficiency. Furthermore the im-
pression made by the State Services on the general public depends
largely on the adequacy of supervision. It is important therefore,
on all grounds, that the most careful attention be given to the train-
ing of supervisors.

T he Development of Concepiual Skill - the
Training of Administrators

161. This training is particularly important at the present time, and
thus calls for our special attention. We think that insufficient progress
has been made in this field. We appreciate that the Public Service
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Commission arranges some courses designed specifically to train
administrators (since 1957 there have been 33 such courses). But
these are merely short introductory courses which have been available
only to a relatively few officers. We appreciate, too, that the Com-
mission and the Institute of Public Administration now combine to
conduct each year four short courses in administration; and that
officers (usually 10) are sent to Victoria University of Wellington for
the two-year full-time post-graduate course in Public Administration.
All this cannot be said to be sufficient to train enough future adminis-
trators for organisations as large and as complex as the State Services.

162. Training in work skills and in managerial skills is doubtless
essential ; nevertheless it appears that training in these fields has been
stressed at the expense of special training for potential administrators.
No doubt the foremost administrators in the State Services in the
past have come to their rank and eminence rather through natural
ability and experience than through any special staff training; and
we do not overlook the value of natural ability and experience in
fitting an officer for an administrative career. But it seems now
beyond question that specialised training greatly helps to equip
officers better (and earlier) for senior administrative posts.

163. We think it necessary to seek potential administrators in all
occupational groups reasonably early in their careers. They should
be given a training which leads them to look beyond the values and
techniques of their particular occupational classes to the wider
political, social, and economic context of administration. The work
of occupational classes is usually specialised and most officers within
those classes are preoccupied with their daily work. But an adminis-
trator must have a wider vision, he must anticipate change and
design policies to meet change. Consequently those who are to be
administrators should be trained as early as possible not only to do
their daily work competently but also to look towards the future of
their organisation.

164. It is neither necessary nor practicable to train every officer
for a high administrative post. But every junior officer should be
given an opportunity to display the qualities which would allow him
to be considered for administrative training. Officers with the re-
quired ability and inclination should be chosen and given the widest
possible experience within their own occupational classes and de-
partments. They should be constantly tested and their development
watched, and fostered by training. If they respond suitably, they
should be given broader experience in “staff” and “line” positions,
preferably outside their original occupational classes and even in
other (but related) departments. This will be made easier by
adopting long salary scales in occupational classes, broad-banding,
and the practice of secondment. Care should be taken, however,
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that officers selected for this training should not lose promotion
opportunities. Finally, officers who demonstrate particular ability
should later be given advanced training and experience; for example,
courses at a staff college or university, overseas study or exchange
assignments in other countries.

Summary

165. There is no doubt that much staff training has been done in
the State Services since the Second World War. This is commendable
particularly as resources have been limited. It is commendable, too,
that there is a general recognition within the Services that more
should be attempted. We wholeheartedly agree, for we are con-
vinced that if this country is to have State Services trained and able
to cope with the complexities and changes of the future, it must
follow the lead given by other countries and devote much more
energy and money than it has hitherto to preparing State servants
for their various duties. A strong central control and more and
better facilities will be necessary. There will be a particular need,
too, for better and more extensive training of administrators. That
need, we think, can only be met by a residential staff college of
high status and quality. Before we develop this theme we shall de-
scribe the way in which we consider staff training in general should
be administered.

THE ADMINISTRATION OF TRAINING

Prerequisites for Successful Training

166. We consider that training within the State Services will not
be good enough or intensive enough unless:

(a) The Permanent Head accepts primary responsibility for
training within his department:

(b) Final responsibilty for training is given to the State Services
Commission as the authority responsible for general efficiency
and economy:

(c) The State Services Commission ensures that each depart-
ment is carrying out a systematic programme of occupational,
managerial, and administrative testing and training:

(d) Staff training officers are selected with care and are them-
selves suitably trained :

(e) All controlling officers® and their staff understand clearly the
purpose and nature of training :

(f) There are adequate facilities for training.

#*“Controlling officer” is applied in the State Services to one who is responsible
for (‘“‘has control of”*) staff.
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Control

167. The State Services Commission which we propose will be
responsible for proper standards of staff training as it will be for
other matters of efficiency and economy. Permanent Heads are
responsible for promoting training within departments but the Com-
mission must give the necessary lead, train the training officers,
satisfy itself that adequate training is being carried out within de-
partments, and provide iraining where departmental resources are
inadequate or inappropriate for the type of training required (for
example, for advanced training for the higher administrative posts).
The Public Service Commission said in evidence:

The Commission encourages the formation of departmental staff
training committees to oversee and support the work of the depart-
mental staff training officer and these have been set up in most
departments, although their effectiveness varies. But it is quite clear
that the efficiency of staff training in departments depends very much
on the strength of the support given by the Permanent Head and his
senior officers. Where this is lacking, training tends to be crowded
out by the pressures of daily work.*

We expect that a State Services Commission armed with the authority
which we recommend for it and exercising that authority responsibly
‘will take action against ineffective training committees, and against
"Permanent Heads and senior officers who do not actively support
training programmes. We expect, too, that the State Services Com-
mission will see that departments get the staff and facilities necessary
to carry out effective training.

168. Whoever exercises the State Services Commission’s respon-
sibility for staff training must have the qualifications, status, and
staff to exercise it properly. At present the Staff Training Branch
of the Public Service Commission’s office has an establishment of
seven (a superintendent, a senior stafl training officer, three staff
training officers, and two clerks). We doubt whether this establish-
ment is adequate. It is certainly inadequate to undertake, as we think
is should, such further activities as research into training needs, the
development of selection and testing techniques, the extension of
‘training for potential administrators, and the giving of assistance to
‘the Post Office and the Railways Department.

169. Training is such an important function of the State Services
Commission. that a Deputy Commissioner will have to give it his
particular attention. We do not intend that he be burdened with
detailed administration and planning, but it will call for someone
with the authority and status of a Deputy Commissioner to ensure
‘that training is promoted vigorously, and that departmental training

*The italics are ours.
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does not lag. There will still be need for a Staff Training Branch with
a Superintendent of Staff Training of near Assistant Commissioner
status. ‘

170. The present high turnover of training staff creates a problem. It
is probably due to the fact that experience in training leads to promo-
tion to other work. We recognise that it is difficult to develop efficient
training techniques with a transient staff, but we expect that if our
recommendations are accepted and greater emphasis put on training,
it should be possible to provide reasonable career prospects for some
officers within an occupational class of staff training specialists.

A State Services Staff College

171. Most of the qualified and experienced witnesses who discussed
staff training with us stressed the need for a residential training
centre in Wellington. It was pointed out that New Zealand has,
under the Colombo Plan, given money to set up such a centre in
Malaya; thus recognising the advantages of institutional training.
During our visit to Australia, we sought the views of leading
Australian administrators and found that these confirmed that
residential colleges were effective training institutions.

172. We have no doubt that a residential staff college is needed in
New Zealand. However, we differ a little from many of the New
Zealand witnesses in considering that there is need for a college of
greater prestige and influence than was advocated in their
evidence.

173. It was said, for instance, that the existence of a residential
training centre was justified by the need to provide a suitable venue
for the short-term residential and single-day courses which the State
Services now run. It was also said that such a school would allow a
greater variety of these courses, and would greatly help departments
wishing to develop technical skills by courses of their own.

174. No doubt these improvements alone could justify a residential
training centre. But we contemplate a college of a somewhat different
character — one which has as its main purpose the training of officers
for high administrative posts. To do this adequately it must reach
the standard and status of an advanced educational institution. The
class of courses described in paragraph 173 could also be given in
such an institution if the necessary accommodation is allowed for
from the start.

175. Witnesses did not discuss the detailed form and constitution
of a staff college. We give our own views, which on this subject are
neither final nor authoritative.

(a) A State Services Staff College should have the greatest possible
independence consistent with responsiveness to the training
needs of the State Services. It could even be established: as an
autonomous institution, receiving its funds through the Univer-
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sity Grants Committee. However, we think that ‘it would
probably need to be more closely linked with the Services,
possibly being directly responsible to the State Services Com-
missioner with its vote forming a distinct part of that of the
Commission, in much the same way as we suggest the vote
of a National Library should form a distinct part of that of the
Department of Education.

(b) The post of Principal must have sufficient status and salary
to attract suitable applicants. If the college is established
within the framework of the State Services, the Principal
should have the status and salary of a Permanent Head. His
appointment should not be subject to appeal. We place great
importance on the qualities of the Principal, especially of the
man who first takes up the post, for the success of the college
may depend largely on his personal ability.

(c) The Principal should have a council to assist him. If the
college is set up within the State Services, then the council
would need to be an advisory board; if the college is com-
pletely autonomous, the council could be a board of governors
with greater executive powers. The State Services Commis-
sioner, the General Manager of Railways, the Director-
General of the Post Office, and the Director of Education
should be represented on. this body.. We should prefer that
some members be appointed from outside the State Services.
The council should advise on the selection of the Principal.

(d) The college should be separate from the organisation existing
in the State Services Commission’s office under the Super-
intendent of Staff Training. It should not be either function- :
ally or formally controlled by the Superintendent of Staff
Training or by any other departmental training organisation,
though we would expect a close liaison with all those concerned
with training in the State Services. '

(e) The college will need to be located in Wellington so that Per-
manent Heads and other senior administrators can be invited
as visiting lecturers, and as close as possible to the Victoria
University of Wellington so that the students can use the
university library (if that is permitted them) and so that
university staff can conveniently be invited to lecture. A close
association between the college and the university would
benefit the college and its students.

(f) The Staff College must be designed primarily for the State .
Services. But we think it would be an advantage if selected .
students from outside the State Services could attend some of
the courses. We have already stressed the need to foster mutual
understanding between  businessmen and State servants. This
would be aided if some businessmen could attend the college.
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176. We think it would be a retrograde step if the establishment
of a State Services Staff College in New Zealand discouraged the
sending of suitable officers to overseas courses. Selected officers gain
unique and valuable experience through attending institutions like
the Harvard School of Business Administration, the Harvard School
of Public Administration, or the Brookings Institution in Washington,
D.C. Further, it is becoming more apparent that in matters of
defence, economics, and even, perhaps, politics, New Zealand and
Australia are being drawn closer together. A knowledge of Australia’s
actual and prospective development will become more necessary for
senior administrators of the State Services than it has been in the
past. To bring about closer understanding selected officers could be
sent to the Administrative Staff College at Mt. Eliza, Victoria, and
we recommend that this be favourably considered.

RECOMMENDATIONS

We recommend that:

(71) The scope of supervisory training be considerably
enlarged, and a new selection, testing, and training
programme be devised to develop those officers who
are potentially suitable for high administrative posts
(par. 160-4).

(72) The proper importance of training be stressed :

(a) By arranging that a Deputy State Services
Commissioner give training his particular attention
(par. 169) : :

(b) By giving the Training Branch of the State
Services Commission sufficient status, permanent
training stafl, and resources to enable it to undertake
greater responsibilities (par. 168-170) :

(c) By requiring Permanent Heads to discharge
their responsibility for training within their depart-
ments (par. 167).

(73) A State Services Staff College be established for the

main purpose of training officers for higher admini-
strative posts (par. 171-6).

(74) The Principal of the Staff College have the status
of a Permanent Head, and be appointed in the
manner we have prescribed for Permanent Heads
thereby being exempted from the appeal provisions
of the Public Service Act (par. 175).
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(75) The Principal of the Staff College be assisted by a
council comprising the State Services Commissioner, .
the General Manager of Railways, the Director-
General of the Post Office, the Director of Education,
and some members from outside the State Services
(par. 175).

(76) Suitable administrative trainees be sent overseas
(particularly to Australia) on exchange assignments
or on approved courses of study (par. 176).

PROMOTION
PRELIMINARY

- 177. For convenience of presentation we break this subject into
five divisions and discuss them in this order: promotion by merit,
the unified-service concept, the various promotion policies of the
Public Service Commission, the Post Office and the Railways
Department, the significance of seniority, the main aspects of the
administration of promotions.

PROMOTION BY MERIT

178. If promotion is the means by which leadership of an enter-
prise is built up and maintained, as it is in the New Zealand State
Services, then there is no alternative to promotion by merit.

179. The arguments for promotion by merit are obvious and
compelling, and for the last 50 years most authorities have supported
it. The Hunt Commission advocated promotion by merit and the
Acts of the Public Service, the Post Office, and the Railways
Department have long affirmed it. In England, during the last
80 vyears, Commissions of Inquiry into the Civil Service have
endorsed it. In New Zealand, large sections of the State Services
and private enterprise have put it into practice. It is therefore
disturbing to us to find that some sections of the State Services
have not fully adopted the principle of promoting by merit. This
gives an unfortunate colour of truth to the general and undeserved
accusation that all promotions in the State Services are made
on the basis of seniority rather than merit.

180. Promotions in the State Services should always serve the
public interest. Assuming this as a predominant intention, promotion
policy in the State Services should aim to ensure that the most
suitable and efficient officer is selected with reasonable certainty;
that enough good supervisors and controlling officers are brought
forward by promotion, at the same time giving equal opportunity
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to all to qualify for the limited number of positions; that an organised
system of training for promotion is built up; and that fair, just,
and consistent application makes the policy acceptable to the Services
as a whole. These aims are consistent only with a merit-promotion
policy.

181. In the context of these aims, there appear to be two main
constituents of merit: (a) the qualities which the more responsible
position would demand of an aspirant; (b) the aspirant’s competence
in his present area of work.

(a) The officer to be promoted needs to possess, above all, those
qualities which would make him suitable for the more
responsible position. Assuming a sufficiency of general moral
elements like honesty and integrity, he may also need to
possess, for example, good judgment, ability to lead or to
plan ahead, initiative, dependability, or sensitivity in relations
with staff or public. The relative need for any or all of
these qualities will naturally vary with the position. But
it would be unwise to promote a man lacking the essential
qualities of character even if he had already shown con-
siderable efficiency in another, less responsible position.
Efficient performance in a given position does not necessarily
imply efficiency in a higher position.

(b) The aspirant must be competent in his present area of work.
He may need general educational or technical qUaliﬁcations,
proven aptitude for the kind of work entalled or good prior
performance and experience.

Technical competence is important, but not as important as the
possession of the suitable qualities mentioned previously. The com-
petent officer who lacks the qualities demanded by the higher
position will be generally less suitable for promotion than a less
competent officer who possesses them in a more marked way. (a)
and (b) above thus represent the two constituents of merit for
promotion. But merit assessed in terms of these two constituents
will not be effective unless it is applied in promotions throughout
the whole hierarchy of the organisation from the lowest junior to
the Permanent Head.

182. The Acts of the three employing authorltles require pro-
motion by merit to be applied, but do not explicitly define it.
Section 8 (4) of the Public Service Amendment Act 1927 requires
that the applicant who is the most efficient and suitable for appoint-
ment to the position is to be given preference. Subsection (6) states
that “the relative efficiency of two or more officers shall be deter-
mined by reference to their special qualifications and aptitude for
the discharge of the duties of the office to be filled, together with
merit, diligence, and good conduct”. The Post Office and Railways
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legislation contains similar provisions. Two points deserve comment.
First, while the whole subsection represents an effort to define
merit for promotion purposes, “merit” is listed as one of the
elements which should be taken into account. The meaning of the
term thus used is not clear to us. Second, the subsection gives no
indication of the relative importance to be attached to “special
qualifications and aptitude for . . . the office to be filled” on the
one hand, and to “merit, diligence, and good conduct” on the
other. The employing authorities have indeed differed in the weight
they have given to the different constituents of merit. Our own
evaluation of those constituents coincides with that of the Public
Service Commission. But in the Railways Department and the
Post Office, technical competence and length of experience in a
given type of work appear to dominate the assessment of merit.
This means, at least at the lower levels, that merit for promotion
is seen primarily in terms of seniority.

183. Seniority is indeed mentioned in the Acts of the three employ-
ing authorities, but for a different purpose. The Acts provide that
seniority shall be taken into account when the merit of the applicants
for a position is considered to be equal. Seniority is classically defined
as greater length of service and the Post Office and the Railways
Department use it in substantially this sense. In the Public Service,
however, where merit for promotion has little relation to length of
service, seniority has come to be an artificial concept. It is measured
primarily by reference to maximum salary, and year of last promotion,
with length of service as a subsidiary factor only.

184. In considering promotion practice one cannot silently dismiss
the claims of seniority, for it does not altogether lack advocates.
Promotion by seniority is a far easier policy to implement and
administer. It appeals to many people because it is definite, and
allows promotion prospects to be precisely calculated. A strong case
for seniority promotion is often made where experience in a particular
kind of work normally adds to expertness. For example it has been
said that a good motor mechanic of long experience should be a good
motor-mechanic foreman. In spite of these opinions, we still maintain
that, in the public interest, the sole consideration must be merit for the
higher position and that, in assessing merit, length of experience is
only one (and in many cases a relatively minor) factor.

THE CONCEPT OF A UNIFIED SERVICE

185. This concept recognises that officers who are members of
a career public service should have the chance of making their
career in the service as a whole instead of in merely one department or
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branch, and that some exchange of staff between departments can
promote efficiency. To accomplish this, there must be some centralisa-
tion of staff control, and reasonably uniform staff evaluation. The
degree of homogeneity of work and the availability and distribution
of staff at different points in time also affect the operation of a
unified career service. The unified-service concept has been applied
only in respect of the Public Service departments. It has never been
generally accepted that all the departments of the State Services
form a single entity for the purposes of promotion and it is unlikely
that this will ever be accepted, although some interchange of staff
may be desirable in the public interest. We intend to discuss only the
Public Service, the Post Office, and the Railways Department. We
omit the Legislative Department and the Law Drafting Office be-
cause there are particular circumstances applying to them which
make it undesirable to join them with a unified career service.

186. Various types of work are common to a number of Public
Service departments. It is this homogeneity which underlies the
unified-service concept. The work of most accounting officers, for
instance, varies little from one department to another. Knowledge
and skill in Government accounting has accordingly a greater bearing
on their merit for promotion than has their particular departmental
experience. Similarly there is a fairly homogeneous group of economic
analysts in such departments as Industries and Commerce, Treasury,
and External Affairs. Stores officers, and welfare officers in social
service departments, furnish other examples.

187. The concept of a unified career service, properly operated,
can therefore give wider opportunities for ambitious officers, and
still provide continuity of experience. If, however, continuity of
experience is broken, efficiency can be diminished. Classification by
occupational classes should aid transfers among departments in classes
which are spread over more than one department. Such transfers
should help to build up the knowledge and experience of the occupa-
tional class as a whole.

188. Interchange of officers among departments can be especially
valuable in (a) staffing small departments which by themselves pro-
vide limited opportunities for promotion; (b) training career adminis-
trators in various related fields, thereby allowing them to bring a
wider variety of experience and broader vision to senior positions;
(c) aiding recruitment and retention by offering wider career oppor-
tunities; (d) revitalising a moribund department or section of the
Service.

189. These things justify the concept and its application. But it is
not always popular. As one witness said, “It is not easy to infuse new
blood -into a department without making the old blood boil”. This
is true especially where old-established departments have for many
years maintained an inbred exclusiveness in staffing. It is for the

E
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State Services Commission, which will oversee the efficiency of its
departments, to make sure that unified-service policies are intelligently
and firmly applied.

190. The Post Office and the Railways Department are large
enough in themselves to give adequate scope for careers. There is no
need to apply the unified-service concept in any general way to tie
them more closely to other departments of State. However, we have
been left with the impression that opportunities for developing careers
in those two departments are being passed over. We have observed
that their promotion policies, especially their assessments of merit, -
stress the technical competence of officers judged by length of experi-
ence in a given type of work. This means that an officer is generally
promoted only in a single branch of the department and becomes
eligible for appointment to wider responsibilities only at the top of
that branch. This reduces the career prospects of the better officer,
and hinders recruitment and retention. We think that if personal
qualities rather than job experience were stressed in assessing a man’s
merit for promotion, his experience could be earlier broadened by
inter-divisional transfer. He would eventually reach the more arduous
senior positions better fitted by his wider experience to make the
responsible decisions demanded of him. ’

191. In concluding that the Post Office and the Railways Depart-
ment are each large enough to provide adequate career opportunities,
we do not want to exclude altogether the possibility of some inter-
change between them and the Public Service. We therefore recom-
mend that the legislation provide in some uniform way for such
interchange. (We refer to this subject again in par. 281.) The Rail-
ways Department might want to recruit on promotion from the
Public Service, say, O and M or legal officers. The Post Office may
wish to take, say, a mechanical engineer on promotion from the
Public Service. The State Services Commission may wish to attract
officers from either Railways or Post Office to specialist positions in
the Public Service — telecommunications experts, for example. And
we do not overlook the possibility that the Government may consider
it desirable that some administrators be moved around among the
Services to increase efficiency and serve the public interest. Officers in
the “receiving” Service who were applicants for the position to be
filled should have rights of appeal as if the appointee were an officer
of their own Service.

PROMOTION POLICIES IN THE THREE STATE SERVICES

Public Service Promotion Policy

192. There is no doubt that the Public Service Commission strives
in each case to promote the officer having the greatest merit. Better
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training for higher responsibility, recruitment of better staff, and
improved marking systems will all help this process. Promotion by
merit is well established in law and in practice, is endorsed by the
staff association, and generally accepted by the staff. Merit is seldom
held equal, so we were told; hence seniority rarely comes into play.
It was said, however, that the Appeal Board sometimes favours the
senior officer if the junior officer had a merit assessment only slightly
above the senior’s. This could influence the promotion decisions of
the employing authority, and as far as it hinders the appointment of
the most meritorious officer, it is undesirable.

193. The following figures for promotions in 1960 in a sample
of the Clerical Division show that only one out of every seven
appointees was the senior applicant.

Table 10
Proportion of
Total Senior Senior

Class Total Sample Appointments Appointments
v .. .. 491 57 1in9
v .. .. 194 17 lin 11
11T .. .. 114 14 1in 8
I .. .. 85 17 1in5
I .. .. 67 14 1in5
Special .. 78 23 Iin3
Total e 1,029 142 lin 7

194. This table does not prove that seniority is never given
weight in making appointments. Nor does it show that seniority
governs one promotion in seven, since in many of those cases the
officer who is the most senior is also held to be the most suitable
and efficient on other grounds. The table shows, however, that the
evidence does not support the widespread impression outside the
Public Service that its promotions are based on seniority alone.

Post Office Promotion Policy

195. The Post Office has a merit-promotion policy; but in the
assessment of merit, technical competence (as reflected by experience
and time spent in the work of one branch or division) looms
large. The personal qualities of individuals do not count as much
as they do in the merit assessments of the Public Service. The
broad effect of this is, in many cases, that the most senior officer
gains the appointment, being seen as the most meritorious as well
as the most senior. In a sample taken from 613 promotions to
«clerical positions in the year 1960, 46-6 per cent were the senior
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applicants. However, a new marking system in the Post Office
illustrates the desire of both management and the staff association
to discover merit and reward it. In spite of the influence of seniority,
able officers have not been prevented from being brought, reasonably
young, to the highest controlling positions in the head office.

196. Seniority has more influence on promotion in the lower
grades. The Post Office made it clear in evidence that, for clerical
workers in particular, eligibility for advancement from Class VI
(the basic grade) to Class V-depends on seniority. It was said that
a man entering the basic grade could not through merit alone
leave that grade ahead of colleagues entering at the same time,
even though he might be given double increments as some reward
for his extra merit. The average time for clerical officers to work
their way through the basic grade is seven or eight years. At the
end of that time groups are moved forward into Class V. These
groups are taken in order of seniority from the top of the basic grade
list after eliminating those considered unsuitable for promotion.

Railways Department Promotion Policy

197. It was explained in evidence that seniority plays a part in
Railways Department promotion policies. Those policies are
exceedingly complex, partly (in our view) from an effort to overcome
the difficulties which seniority has created. Because of this complexity
it is necessary to discuss the policies and their administration in
greater detail than we have those of the Public Service or Post.
Office.

198. In Traffic Branch, for example, clerical promotion from
Class VI (basic grade) to Class V is automatic for any officer
who has been at the top of the basic grade for one year, has
passed the controlling officers’ examination, and has been recom-
mended as suitable for promotion to the next class. It takes roughly
10 to 11 years to get to the top of the basic grade to qualify for
automatic promotion into Class V. Only in a few cases are officers
with special merit taken ahead of their contemporaries.
Therefore seniority mainly determines whether a man is eligible
for promotion to Class V.

199. The process differs a little at higher grades. The number
of positions likely to become vacant during the year is annually
assessed for each grade. A corresponding number of officers in
the grade immediately below are determined suitable for promotion,
and as the higher positions fall vacant the officers in this group
are placed in them, usually in order of seniority. The determination
is made in this way. Each officer in the grade is reviewed — mainly
on the basis of formal personal reports—in descending seniority
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order until enough suitable officers have been selected to meet
the estimated number of positions becoming available. In Grade
3 and above all officers in the grade are reviewed.

200. In the process of review many of the most senior officers
of the grade do not receive a favourable determination of suitability.
Unsuitable officers, although senior, are thereby stopped from going
further. But there is no procedure for bringing forward the most
suitable and efficient officer ahead of more senior officers of average
suitability.

201. However, this method of promotion is not the only one
followed. The Government Railways Act 1949, section 84 (3), allows
“special promotion”, and by careful administration of this provision,
the best qualified and most meritorious officers have been advanced
to high managerial positions. The subsection was obviously designed
to enable an officer with special qualities and qualifications to be
taken out of the general promotion stream and placed in the
specialist position to which his qualifications applied. Thus a man
qualifying in accountancy could be taken by special promotion into
accounting or internal auditing positions and make much faster
progress through the grades than his contemporaries in the general
stream. The practice of special promotion has now grown so large
that very many senior positions in the department fall into this
category. Specially promoted appointees thus have a much better
chance of reaching senior controlling positions more quickly than
the mass of the lesser qualified officers in the more general admini-
strative and supervisory positions of the department. It is claimed
that the best officers of the department are in this way promoted
on merit to senior positions. The Traffic Branch (which includes
over half of the total number of officers in the Salaried Division)
gives an example. 4l senior controlling officers in the branch above
Grade Special 5 were “‘special promotees” at the time they were
appointed to their present positions.

202. Although we are satisfied that “special promotees” are being
placed in senior positions in the Traffic Branch at least, the scheme
has some unsatisfactory side effects. Not all “special promotees”
can move out into the higher jobs on the strength of their special
qualifications. Many of the better qualified officers tend to be con-
fined to highly specialised posts of limited scope, and it is probable
that best use is not being made of their potential. The less qualified
remain in the main stream and in time fill the intermediate super-
visory and controlling positions. Any “special promotee” who does
not get the chance to advance to the highest controlling positions
must, if he wishes to escape his specialist restriction, drop his special
promotion and return to the general stream with his former seniority.
The loss of salary deters some men from making the change, and
they choose to remain in specialist positions.




CHAPTER 6 259

203. We are concerned over another aspect of Railways promotion
policy: the very slow promotion rate for officers (particularly super-
visors of General Division employees) in the first 20 to 30 years of
employment, followed by rapid promotion to senior controlling
positions which they fill for only a short time before retirement.
For example, in the workshops, men could wait 30 years or more
before receiving their first supervisory positions and then in the
short balance of their careers be promoted rapidly to positions up
to and including Works Manager. This seems to have two bad
results — first,” that these potential supervisors are not given any
position of responsibility until late in their career; and, second,
that controlling positions are occupied by men with only a year
or so to go before retirement. In other words, it seems to us that
much potential supervisory talent is not being used to full advantage,
that potential managers are not being given adequate experience
in supervision and management at the proper stages in their careers,
and that the high turnover of senior managers in the workshops
must make long-term planning of work, and continuity of policy
and programmes, extremely difficult to achieve.

204. We were told by the General Manager that this was partly
due to the pattern of recruitment in the ’twenties and to that extent
the situation was transitional. However it still remains true that
more could be done to bring forward potential supervisors at an
carlier stage in their careers if the rules of seniority were relaxed.
This would ensure a greater supply of trained supervisors from whom
senior management could be chosen, and would allow those senior
officers a reasonable period in which to make an impact.

Promotion Policies Reviewed

205. We are satisfied in general with the promotion practices of
the Public Service Commission. For the Post Office and the Railways
Department, the evidence establishes, and indeed the departments
admit, that seniority (or length of service), either by itself or as
an element in assessing merit, plays a large part in promotion. It
is apparent, however, that the way has been cleared for able
people to reach high positions in these departments at a relatively
early age. Nevertheless there must be a large number of appoint-
ments (particularly in the lower controlling positions) where seniority
has been the deciding factor. If there are real advantages in merit
promotion as we define it, the present practices in these departments
must be producing less than the best possible results. We must
therefore recommend that merit so defined be the sole test for
every appointment in these departments. Furthermore, Post Office
and Railways practices slow down progress through the basic grade
and inevitably hinder the recruitment and retention of highly
qualified youths.

g
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THE ABANDONMENT OF SENIORITY

206. In the State Services, the case for promotion by merit is
incontestable. But is it necessary to retain seniority for the sole purpose
of choosing between two applicants of allegedly equal merit?

207. Under our proposed scheme for classification and grading,
seniority as at present understood in the Public Service could at
most be relevant only within an occupational class. Seniority could
have no meaning as a test between occupational classes with different
grade structures. Nevertheless, even within an occupational class,
seniority is unnecessary since it should be possible to distinguish
between the merits of any two applicants. For though their personal
report markings may be the same a selection can be made on the
special qualities required by the position to be filled. Moreover,
seniority is often a highly artificial concept; it alters from year to
year as officers progress at different speeds. It often has little relation
to experience and length of service.

208. We have reasoned that seniority as at present understood
cannot be applied between occupational classes and that it has
in fact even now little relevance within occupational classes in the
Public Service. In the Post Office and the Railways Department,
where it has more significance, it produces consequences which are
not in the public interest. We therefore recommend that seniority
as a factor for promotion purposes should be eliminated from the
Acts of the three employing authorities and from their administrative
procedures,

209. We do not thus propose any great change in the Public
Service where promotion by merit is already the predominant
practice. We intend merely to remove the last vestiges of an obsolete
practice. It should be stressed that this recommendation is designed
also to raise the general standing of the State Services and through
this to make easier the recruitment of able and ambitious people.

THE ADMINISTRATION OF PROMOTION

Introductory Definition

210. We define promotion as a change of status which increases
the salary maximum of an officer. We do not regard as promotion
a salary increase gained through incremental steps or the removal
of a qualification- or merit-barrier. We consider promotion involves:
(a) a transfer from one post to another post carrying a higher salary
maximum (“normal promotion”); (b) advancement to a higher
salary maximum in the same post either because its duties have
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become more responsible (“‘regrading promotion”) or because the
officer’s value has increased through experience (“personal to officer”
and “merit grade” promotions).

211. The following increases in salaries, which do not constitute
promotion in terms of our definition will also be referred to later
in this section: (a) the granting of annual increments on the scale
within any one grade; (b) the granting of increments more quickly
or frequently to reward merit; (c) the removal of a qualification-
or merit-barrier which automatically brings a higher salary maximum;
(d) the granting of increases which have been authorised in general
for the State Services, for the particular occupational class, or for
the grade in which an employee is placed.

212. We shall now discuss the administration of promotion under
two headings: delegation to departments, and promotion boards.

Delegation to Departments

213. During the course of our inquiry, it became obvious to us
that the huge volume of administrative detail involved in authorising
promotions is one of the factors which has prevented the Public
Service Clommission from giving most attention to matters of efficiency
and economy. There were almost 7,000 promotions for the year
ending 31 March 1961, an approximate average of 28 a working day.

214. The Public Service Commission acknowledged the burden of
this work and it said that it might shortly —but with caution —
delegate to departments some power to make promotions. Treasury
felt the time had not yet come when departments could make pro-
motions without prejudicing a unified career service. Most Permanent
Heads appearing before us advocated immediate delegation.

215. Our conception of the role of the State Services Commission
demands that much of the present detailed administration of staff
matters be removed to departments, or be eliminated (Ch. 3/59).
Some will be eliminated if our proposed classification and grading
system is adopted; the application of the principle of broad-banding
to occupational classes will considerably reduce both the number of
regradings of officers and positions, and the number of appointments
to advertised vacancies wherever there are fewer promotion-barriers to
pass.

216. Although the recommended classification and grading structure
should lighten the State Services Commission’s administrative load,
there will still be a need for delegation. We acknowledge that there
will be difficulties in the process of delegation, but these must be
overcome. We see no good reason why some delegation of promotions
and salary increases should be delayed any longer. The following
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delegations (subject to control) would seem practicable at the present
time, though variations will no doubt be necessary later to meet
changing conditions:

(a) Departments having occupational classes which are peculiar to
the department (except in those cases in (c) below) should be
given delegated authority to make promotions to all but the
most senior positions in those classes. That authority should
include all those promotions referred to in paragraph 210
above and increases in salary referred to in paragraph 211. For
example, Health Department would be able to deal with its
dental nurses and psychiatric nurses, Transport Department
with its traffic officers, Electricity Department with its operators.
The reservation of senior positions from the delegation is
especially important because the officers affected may later
rise to the highest positions of the department. It is at this
stage that the State Services Commission should appraise
officers in these senior positions so that their capacities will be
known to it when their names come up for consideration.
Reservation of appointing power to the State Services Commis-
sion at this level will enable these wider objectives to be
realised.

(b) Departments should be delegated power to make promotions
and grant increases in salary (as in paragraphs 210 and 211)
in respect of occupational classes which extend over more than
one department up to around point £1,325 on the illustrative
Common Salary Point Scale (Appendix 9).

(c) Departments should be delegated power to make promotions
and grant increases in salary (as in par. 210 and 211) to
the limited extent defined in (b) above, in respect of occupa-
tional classes which though they may be peculiar to the
department, nevertheless require from their members qualifica-
tions similar to those required by similar classes in other
departments (for example, field officers in Agriculture, Lands,
Valuation, and Maori Affairs Departments). This exception to
the authority recommended in (a) above would seem necessary
so that the Commission can ensure that such interchange as is
desirable for training and efficiency takes place at the higher
grades of the related occupational classes.

217. All delegation should be subject to clearly defined limits and
control. The State Services Commission will fix establishments, quotas
for promotion to merit grades, and possibly for accelerated incre-
ments, The State Services Commission will need to ensure that, where
necessary, vacancies are advertised and appointments notified in a
way which will maintain a unified career service and the rights of
appeal.
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218. All promotions and increases in salary (except for the appoint-
ment of Permanent Heads, par. 224-9 below) not covered in the
above delegation should be reserved for the time being to the State
Services Commission.

219. Some witnesses feared that delegation of promotions to a
department would tend to deny to applicants who were outside that
department an objective consideration of their claims. The Promotion
Board system described below has been designed to prevent this.

Promotion Boards

220. Each department should have a promotion board which should
be responsible for making recommendations to the Permanent Head
for all promotions or salary increments (whether delegated or re-
served) including such regrading matters as are referred to it.

221. The constitution of such a board (which would be set up by
the State Services Commission in consultation with the Permanent
Head) should be carefully examined by the Commission in the light
of the peculiar needs of each department. We think it should not
have more than four members, one of whom should be, for the follow-
ing reasons, an officer of the State Services Commission. The merit
of applicants from outside the department can be fairly balanced
against the merit of those within; the State Services Commission will
be kept in touch with promotion problems of departments; depart-
ments will be kept in touch with the promotion policies of the State
Services Commission; the board will be better able to deal with such
regrading matters as are referred to it.

222. A promotion board is set up by Statute in the Post Office.
No promotion board exists in the Railways Department, but such a
board as we have advocated constituted according to the special
needs of the department could well assist the General Manager and
his staff administration.

223. For some years the Public Service Commission has used
ad hoc advisory committees to help it make senior appointments in
departments. But for other positions it may be that the State Services
Commission would wish, in addition, to establish a promotion board.
Such a board would accumulate useful knowledge of the qualities of
applicants, particularly of applicants for vacancies in the Administra-
tive Class. We do not, however, wish to limit the freedom of the

State Services Commission to develop whatever procedures it may
find suitable. ”

Permanent Head Appointments

224. We say categorically that a career service can, if there are
sound staff training policies in each department and in the service
as a whole, produce men able enough to become departmental heads.
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Only where these sound policies are not followed should it be neces-
sary to appoint a departmental head from outside the service.

225. The State Services Commission will be responsible for advanc-
ing these sound policies and for ensuring the quality of the men
available for appointment as Permanent Heads in the Public Service.
It might be argued that, having done this, the State Services Com-
mission should then be responsible for appointing Permanent Heads.
At present the Public Service Commission appoints all but six Per-
manent Heads under the provisions of the Public Service Act, consult-
ing the Government before it makes the appointment. This system is
anomalous for two reasons. First, the Public Service Commission is
responsible for making these appointments, but we had evidence that
it was not prepared on certain occasions to proceed with the appoint-
ment of a candidate unacceptable to the Government. Power and
responsibility should be matched. Second, the Government itself has
the appointing power in the case of six Permanent Head posts in the
Public Service and there seems to be no logical basis for distinguish-
ing these posts from those filled by the Public Service Commission.

226. In considering ways of removing these anomalies, we have been
guided by three principles. First, we believe that the State Services
Commission should not have the power to compel the acceptance as a
Permanent Head of a man who does not have the Government’s
confidence. It must be remembered that the Permanent Head is
more than the manager of a department; he is the Government’s
adviser on matters of policy. As such he cannot act effectively unless
the Government has confidence in him. Second, we feel that these
appointments should normally be made by the State Services Com-
mission, which is in the best position to judge the merits of each
candidate in all respects save one—his ability to command the
Government’s confidence. Third, we consider that a procedure should
be followed which leaves no doubt whether, in a given instance, the
State Services Commission or the Government has been responsible
for making the appointment.

227. These principles have led us to conceive a system in which the
appointing power is delegated to the State Services Commission,
the Government having the right to revoke the delegation. We recom-
mend therefore that, in appointing Permanent Heads within the
Public Service,* the following procedures be observed :

(a) The State Services Commission advises the Prime Minister
that a position is (or is shortly to become) vacant.

#*The Permanent Heads to be subject to this procedure should be all those at
present appointed under the Public Service Act and those appointed outside
the Act, with the exception of the Permanent Heads of Audit, Law Drafting,
Legislative, Post Office, and Railways Departments and the State Services
Commissioner or his Deputies for whom separate procedures are prescribed
or proposed.
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(b) The Prime Minister acquaints the State Services Commission
with any points which the Government wishes to be considered.

(c) After advertising the vacancy, the State Services Commission
submits a recommendation (either before or after the actions
described in (a) and (b)).

(d) If the Prime Minister accepts the recommendation, the State
Services Commission publishes the appointment in the Public
Service O fficial Circular.

(e) If the recommendation is not accepted, the Prime Minister
withdraws the delegation in that instance, and himself makes
the appointment, notice of which is published in the New
Zealand Gazeite.

228. The mechanics of publication would make clear who is
responsible for making the appointment. The procedure seems to us
to safeguard the interests of the Government, while preserving as far
as possible the principle of non-political appointment.

229. We imagine that, in the vast majority of cases, the appoint-
ments would be made by the State Services Commission. We consider
that in the few remaining cases the risks involved are small, since
Ministerial appointments made in the past to the posts exempted
from the Public Service Act, and to senior positions in the Post Office
and the Railways Department, have shown no tendency to disrupt
the career service.

Summary

230. Our proposals for administering promotions in the Public
Service can be compactly presented thus:

Table 11

Authority Making Appointment

Promotions Permanent P.M. Where
Heads S.5.C. by Government
Advised by S.8.C. Government Disagrees
Promotion Delegation with S.8.C.
Board Recommendation

(a) Occupational classes pecu-
liar to departments (except

(c) below) . .. a
(b) Occupational classes in
more than one department™® b b

to (say) above
£1,325 | £1,325

p.a. p.a.
(c) The senior officers of any
occupational class . . c
(d) The Administrative Class -
other than Permanent Heads .. d .. .
(e) Permanent Heads .. .. .. e e

*Note: Applies also to the officers mentioned in par. 216 (c) above.
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RECOMMENDATIONS

We recommend that:

(77) Merit be accepted and established by all employing
authorities in the State Services as the only criterion
for promotion (par. 178-184, 205).

(78) All employing authorities of the State Services assess
merit for promotion in the manner laid down in para-
graph 181 above; and merit be specifically and clearly
defined in the empowering legislation of those
authorities (par. 182-4).

(79) Seniority as a factor in promotion be eliminated from
the statutes and administrative procedures of the
employing authorities of the State Services (par. 182-
4, 206-9).

(80) The State Services Commission delegate to depart-
ments power to make promotions and award increases
in salary to the levels, and within the limits, prescribed
in paragraphs 216-7.

(81) Promotion boards be set up in all departments under
the aegis of the State Services Commission with the
duties and constitution outlined in paragraphs 220-3.

(82) The necessary legislative changes be made to give
effect to the procedure set down in paragraph 227 for
the appointment of Permanent Heads referred to
there (par. 224-9).

(83) The legislation of the State Services Commission, the
Post Office, and the Railways Department be amended
to include uniform provisions to facilitate interchange
of officers. In such cases the appointee in the receiving
Service should be regarded as an officer of that Service
and should be subject to the normal appeal pro-
visions of that Service (par. 185-191).

THE RIGHTS OF APPEAL

PRELIMINARY

231. This subject evoked more diverse, emotional, and often
illogical opinions than any other in our terms of reference. Staff
associations, having long asserted these rights as fundamental to
enlightened and acceptable staff policies and having fought for them
over many years, refused to concede that appeal rights could be
justifiably modified in any respect. Permanent Heads were by no
means unanimous in their views. Some considered that all existing
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appeal rights should be retained; others wanted reductions — some
small, some large. The Post Office and the Railways Department
sought no changes of any kind; the Public Service Commission
advocated some significant amendments, which drew vigorous reac-
tions from staff associations.

232. The appeal systems within the State Services have long been
matters of general discussion. Our inquiry began at a time when
public attention had been caught by the upsetting on appeal of
senior specialist appointments of men from outside the Public Service.
The ensuing public discussion suggested a widespread view that the
State Services should from time to time admit “outsiders”, and the
argument seemed to centre on the ease or difficulty with which such
appointments should be made. As our inquiry developed, other appeals
attracted attention. The more publicised of these concerned the
appointment of Permanent Heads or Deputy Permanent Heads, the
contestants all being members of the Public Service. It became obvious
that the public is keenly interested in the appeal systems in general
and not merely in their effect upon appointments from outside the
Services.

233. These strong views within the Services and keen general
interest outside formed the background to our attempts to consider
objectively the merits of the present State Services appeal systems —
systems which are almost unknown in private enterprise but which
are a feature of most public services in the British Commonwealth.
The advantages claimed for an appeal system in a State Service
include:

(a) Its existence tends to keep management constantly aware of
the need for justice in reaching decisions:
(b) It protects the State servant against arbitrary judgments,
personal prejudices and influence, political or otherwise:
(c) It provides staff with a healthy outlet to express grievances:
(d) It gives opportunity for making a wider and more leisurely
appraisal of the relative merits of candidates than the appoint-
ing authority can always make in its first decision :

(e) It ensures that justice is seen to be done and so provides a
potent morale-building force.

234. The alleged disadvantages include:

(a) The existence of an appeal authority which can reverse a
decision of management derogates from management’s
responsibility for making decisions relating to staffing matters,
and for carrying the consequences of any mistake. The appeal
authority on the other hand, having reversed the decision
of management, has no responsibility for ensuring that its
appointee does his work efficiently :
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(b) The appeal process is time consuming and expensive, and a
heavy load on the machinery of the State Services. (It is
expected that if certain of our other proposals are adopted
this criticism will be less relevant) :

(c) An appellate review of such administrative decisions as the
making of appointments tends to become overlaid with
strict legal procedures:

(d) Inefficiency and confusion arise when appointees to important
departmental positions, against whose appointments appeals
have been lodged, do not take up their new positions until
the appeals are disposed of :

(e) Appointees replaced on appeal suffer undue hardship especially
if they have shifted their homes before the appeals are heard:

(f) An appeal system may develop, or be used, in a manner which
fosters an unhealthy, inbred exclusiveness.

235. The first of these alleged disadvantages needs further dis-
cussion. It is, no doubt, a sound general rule of administration that
power should be matched by responsiblity. It is obvious that an
Appeal Board can change the holder of an office without having
the later responsibility of ensuring that its appointee does his work
efficiently. But any judical or semi-judical review of an administrative
act or decision is open to the same criticism, yet many such reviews
are provided for. Moreover, the evidence shows that the Appeal
Boards of the State Services do not take their duties lightly. They
make their decisions only after careful consideration. Furthermore,
it should not be overlooked that the employer, even when his
appointee has been removed on appeal, is still in command of the
situation, for he can (and should) remove any new appointee
who proves unsuitable. It has not been argued (for such argument
would be untenable) that an employer has no further responsibility
merely because his appointee has been removed on appeal.

236. The evidence has led us to the opinion that an appeal system
improves morale and efficiency in the State Services in New Zealand.
Its advantages considerably outweigh its disadvantages. Moreover,
we consider that the disadvantages of the New Zealand systems can
(and should) be alleviated by altering some of the existing rights of
appeal.

237. We shall now proceed, first, to examine the appeal bodies
operating within the areas of the three employing authorities noting,
in particular, differences in procedure; second, to discuss the main
appeal rights available to officers; third, to give our views about
certain positions which we think should be exempt from appeal; and,
finally, to consider suggestions for modifying the constitution of the
appeal authorities.
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THE APPEAL AUTHORITIES

238. We are concerned only with the three appeal authorities of
the Public Service, the Post Office, and the Railways Department.

239. The three appeal systems have much in common. Each
Appeal Board is composed of three members, two of whom are
appointed by the Governor-General as nominees of the Government.
One of these two is the chairman; and he is usually, though not
necessarily, a Stipendiary Magistrate. With few exceptions each Board
handles similar kinds of appeal.

240. There are, however, some important differences among the

three systems:

(a) The Post Office and the Railways Department have a number
of high positions exempt from appeal rights; in most Public
Service departments there are no such high positions thus
exempt apart from those of six Permanent Heads who are
appointed outside the Public Service Act.

(b) The statutory provisions controlling the entry of outsiders
to the Post Office and the Railways Department, and their
application, have resulted in the virtual exclusion of outsiders.
The comparable provisions of the Public Service Act are
not so restrictive in terms, and have in fact enabled many
outside appointments.

(c) The third members of the Public Service Board and of the
Post Office Board are appointed on the recommendation of
the relevant staff association. The third member of the Rail-
ways Appeal Board (the staff member) is elected by his
fellow railwaymen.

(d) The third members of the Post Office and Railways Boards
are drawn from a panel of members with the deliberate result
that the branch in which the position under appeal happens to
fall provides the third member for that appeal. The Public
Service Appeal Board’s constitution prohibits sectional repre-
sentation ; for if any member of that Board is also an officer of
the department in which the position under appeal is located,
he must be replaced for that appeal by a substitute.

(e) The statutory provisions for the Railways Appeal Board do not
permit the appearance of counsel. Under the relevant Post
Office and Public Service Regulations, counsel may appear,
but only with the leave of the Appeal Boards. The practices
of these two Boards differ. The Post Office Appeal Board
gives leave only when the appeal raises a difficult legal issue.
The Public Service Appeal Board is more liberal and gives
leave whenever an appellant seeks it. This difference may be
related to the fact that the Post Office Association offers its
services as advocate to appellants in promotion cases, while
the Public Service Association rarely does so.
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APPEAL RIGHTS

241. The three appeal authorities are occupied mainly with the
hearing of promotion appeals. Regrading appeals are concentrated
into the periods following general regradings. Appeals against disci-
plinary decisions and transfers are relatively infrequent. Appeals
against appointments of outsiders are, in essence, promotion appeals,
but we shall deal with them separately as they entail some major
differences in principle.

Promotion Appeals

242. A right of appeal against the promotion of another officer
is available to any officer of a State Service who (i) was an applicant
for an advertised position and was not appointed, or (ii) considers
he is suitable for a vacancy which has been filled by the employing
authority without advertisement, or (iii) wishes to contest a classifica-
tion list promotion of another officer. These rights of appeal do not
lie unless the apointment would have meant promotion to the
appellant, and unless the officer appointed did, in fact, receive
promotion. ‘

243. Appeals were lodged against 720 (approximately 10} per
cent) of the 6,841 promotions made in the Public Service depart-
ments for the year ended 31 March 1961. Not all these 720 went
to a hearing. Of those which did, only 19 (or 7-3 per cent) were
successful — that is, only 0-28 per cent of the total promotions made
were upset. The pattern is much the same in the Post Office and
the Railways Department. It is a fair inference from these figures
that there is little injustice in the making of promotions in the
State Services. The Public Service record is particularly praiseworthy
in that the promotions there are based almost wholly on merit.
We were rather surprised to find the Public Service Commission
somewhat sensitive to the few promotion reverses it had suffered,
and somewhat censorious of the procedures adopted by the Public
Service Appeal Board.

244, Post Office and Railways managements and staff associations
advocated the siatus quo, and sought no improvements. We think,
however, that some changes are desirable; indeed necessary, especially
if our suggestions concerning classification and grading, and pro-
motion are applied to the Post Office and the Railways Department.

245. We heard some criticism of the practices and procedures (to
be distinguished from the intrinsic value) of the appeal systems in
the New Zealand State Services. These criticisms related especially
to promotion appeals. It is, therefore, convenient to list and discuss
them now, though we recognise that they can have wider significance.
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246. (a) The procedures of the Appeal Boards have been so con-
ducted that the onus has been placed on the employer to prove that
his appointee was, in fact, the most efficient and suitable.

(b) Too many frivolous appeals are lodged. It was suggested that
a fee should be charged when an appeal is lodged, to be refunded
if the appellant succeeds or withdraws his appeal within a certain
time.

(c) Appeal Boards, in their deliberations, tend to protect seniority
when personal report markings are nearly equal.

(d) The appeal procedure gives rise to long delays.

(e) The use of counsel, where permitted, delays and often restricts
an Appeal Board’s consideration of the case by introducing strict
rules of evidence, and Court practices.

(f) It is difficult to convey to the Appeal Board some of the
important considerations which have influenced the appointment.

(g) Miscellaneous criticisms of procedures.

247. (a) Onus of Proof: If (as we were led to believe) the practices
of the Appeal Boards have forced the employer in all cases to establish
the superiority of his appointee, we doubt whether that result con-
forms to the legislation. Under the present Acts the three employing
authorities are obliged to appoint the person most efficient and
suitable for any position.* The test must be the same on appeal — who
is the most efficient and suitable candidate? If that is so, the question
of onus of proof will in fact only arise in those cases where the
Appeal Board is left in genuine doubt whether the choice of the
appointee was (having regard to the relevant statute) the correct
one. In such cases, we believe that the Board could well apply the
practice followed in many appellate jurisdictions, of, in effect, placing
the onus on the appellant by saying that the appointment made by
the employer would stand. This rule of practice is particularly applic-
able when the appeal is from an administrative and not a judicial
body, as it will be in these promotion cases. The right to adopt this
practice could be made perfectly clear by amending the legislation,
but we doubt whether that is necessary. However, the application of
this rule of practice must not overlook the propriety (indeed, the
necessity) of the Appeal Board’s insisting that when the relevant
evidence lies wholly or mainly within the knowledge of the employer,
or where only the employer has the ability to produce the evidence,
he must produce it so that the issues can be properly and fairly
considered. We should, however, now state clearly an exception to
the general rule. Different considerations apply in appeals from dis-
ciplinary decisions. There the appeal should follow the form of a

#*We omit the requirement that when two officers are equally efficient and
suitable the decision shall rely on seniority. We have already recommended
the abolition of seniority as a constituent of promotion.
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rehearing in all respects, with the onus of establishing guilt resting
on the prosecution at all stages of the appeal. Appeals against appoint-
ments from outside the Service form a further exception. We discuss
this in paragraph 280.

248. (b) Frivolous Appeals: We do not favour the imposition of a
fee even if it be true that too many frivolous appeals are lodged.
The Appeal Boards have the power to order the appellant to pay
the cost of the appeal, if they think that the appeal should not have
been brought. This power, properly exercised, should sufficiently
prevent frivolous appeals coming before the Boards. It could also be
used to deter those who would needlessly lodge appeals and later
withdraw them. The legislation gives no specific rights of withdrawal,
so we imagine that the Appeal Boards can themselves determine in
what cases and on what terms (including the awarding of costs)
appeals may be withdrawn. If that is not the actual legal position,
we should like to see it made so. We also hope that the employing
authorities and the staff associations will combine to develop practices
which, while preserving all necessary rights of appeal, prevent those
rights from being abused.

249. (c) Protection of Seniority: This criticism is met if, as we
propose, seniority as a constituent of promotion is eliminated, and
merit defined and applied as we have recommended (par. 181).

250. (d) Procedural Delays: This is a weightier criticism. We are
concerned at the length of the time taken by the Public Service appeal
process. (We have no evidence about the time involved in appeals
in the Post Office and the Railways Department). We think that this
time element has been a major cause of criticism of the Public Service
appeal system. Some of the time-lapses between the original appoint-
ment and the hearing of the appeal seem to us unjustifiably long,
though we understand that in recent months appeals have been
disposed of without delay. It should be possible to shorten the average
time considerably by directly notifying applicants about appointments,
by reducing the times taken for the various steps, and, if necessary, by
the Appeal Board showing a less generous attitude to parties and
counsel. We do not wish to concern ourselves with details for shorten-
ing procedure; it is enough for us to stress that the matter needs
urgent consideration. We should add, however, that for appointments
from outside the State Services every effort should be made to dispose
of the appeals expeditiously and that the appointment should not (if
possible) be publicly announced until it has been confirmed on
appeal.

251. (e) Use of Counsel: It is apparent that there is considerable
opposition to counsel’s right of audience. It is said that counsel intro-
duce excessive formality and legalism (especially in such matters as
the admission of evidence) and that this does not suit reviews of
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administrative decisions. It is also said that counsel cause delay by
being unable to appear when the Board wishes to dispose of appeals.
Then, too, a number of senior officers stated that an appellant before
these Boards would usually be well advised to take his own case, for
the personal impression he made might well turn the scales in his
favour. All this may be correct, but there are doubtless occasions when
the legal issues, the limitations of the appellant as an advocate, or the
particular circumstances of the appointment justify counsel’s aid. We
should consider it a retrograde step if the right to have counsel were
denied in those cases at least. The Board has power to correct any
unduly legalistic attitude on the part of counsel, for it is in charge of
its own procedures, and it can, and should, control counsel. It can
decide what adjournments should be permitted to meet the con-
venience of counsel, and it can refuse adjournments if it feels that
should be done. Therefore, we consider proper the practice adopted
by the Public Service Appeal Board of giving leave for counsel to
appear whenever the request for counsel is reasonable. We favour
that practice for all Appeal Boards.

252. (f) Difficulties of Communicating Reasons for Appointments:
It was urged upon us that an appointing authority found great
difficulty in communicating through evidence to an Appeal Board all
the various considerations which moved it in making an appointment.
It was especially difficult to convey judgments founded on the personal
impression of officers. We think that there is some weight in this
point and it is one of the matters which have influenced us in making
our recommendation concerning the onus of proof when the Appeal
Board is in genuine doubt (par. 247).

253. (g) Miscellaneous: Three further matters related to promotion
appeals arise out of criticisms made to us, and receive our support.
The first of these is that the Appeal Board, if it reaches a decision
that the appointment appealed against should not have been made,
should have the power to direct either that the appellant be appointed
to the position (as the Board can do now) or that the appointing
authority reconsider the list of applicants and possible appointees so
that the most suitable and efficient officer can ultimately be appointed
to the position (as the Board cannot do now).

254. The second is that an officer affected by an appointment and
having a right of appeal should be entitled, as an alternative, to
request a reconsideration of the earlier decision. There are occasions
when an officer would prefer this to the more formal right of appeal;
experience in New South Wales has shown it to be a desirable altern-
ative. When (and to the extent that) appointments are made by
departments, this procedure would enable the employing authority to
act, in effect, as an appeal body reviewing the departmental appoint-
ment. We make it clear that we recommend this as an alternative
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right which, if availed of, should deprive the officer of his more formal
right of appeal. We do not intend that he should be able to exercise
one after the other. He should elect one or the other. The employing
authority could well refer such requests —or those of them which
appear to have substance —to the Classification and Grading Com-
mittee proposed in paragraph 261.

255. The third matter relates to the late lodging of a notice of
appeal. At present, in the Public Service (we have not investigated
the situation in the other two appointing authorities), the power to
accept a notice of appeal which is out of time belongs to the Com-

mission (s. 17 (2) of the Public Service Amendment Act 1927). We -

consider that the Board rather than the Commission should have this
power, as the Commission has so often an interest in the appeal.

Regrading and Classification Appeals

Regrading Appeals

256. Historically, this right of appeal has been directed at the
grading of “positions” but the officer’s own efficiency or “fitness” has
in some circumstances been regarded as relevant (par. 41). However,
the fact remains that in law it is the “position” which is reviewed on
appeal (Public Service Amendment Act 1927, 5. 17 (1) (a)) and
a successful appellant does not necessarily benefit personally from
winning his appeal. Once the position is regraded on appeal, it is
advertised and an officer other than the appellant may be appointed
to it.

257. The Public Service Commission contended that the regrading
appeal right was an unwarranted restriction on the rights of manage-
ment which fixes gradings by a finely balanced process of ensuring
relativity throughout the Service. It asserted that the Appeal Board is
less suited to deal with this type of case than it is to adjudicate on
personal promotion where more subjective judgments are involved,
and it drew attention to the fact that in one period 25 per cent of
regrading appeals had been upheld. Nevertheless, we consider that
the very magnitude of the regrading task must give rise to the possi-
bility of imperfections that may affect the legitimate interest of some
officers. The large proportion of successful regrading appeals (though
only a small proportion of total positions reviewed) may be tangible
evidence of these imperfections and may not necessarily point to
weaknesses in the appeal system. If it is accepted that there may be
unfair discrimination in promotion decisions, the same may be so of
regrading decisions.
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258. We therefore conclude that regrading decisions should be
subject to review, but our proposals for continual regrading (par.
94-101) and occupational classification (par. 26-8) introduce new
factors which call for some modification of the form and scope of
that review. We shall return to this topic in paragraph 261 below.

259. Though we abandon the idea of a five-yearly regrading, we
still believe that an officer should be entitled, at intervals of not less
than five years, to seek a review of the grading of his post. Although
such a review must necessarily be based on the position held, we
conclude, after considering all the issues, that it would be imprac-
ticable, and possibly inequitable, to apply the time limit to the position
rather than to the officer. In other words, any officer should have
the right to seek a review of the grading of his position provided that
he has not exercised such a right for at least five years, even though
another officer may have sought a review of the same position within
that period.

Classification Appeals

260. Some difficult decisions will have to be made when positions
and officers are allocated to various occupational classes —both at
the time of occupational classification resulting from our recommenda-
tions, and in later years when new positions are allocated or old
ones are reclassified. Such decisions may well result in an officer
being placed in an occupational class which he considers is inappro-
priate, and restrictive of his opportunities for promotion. He should
have a right to have such a decision reviewed. We have also recom-
mended that officers found unsuitable for a particular occupational
class should be reclassified into some other class (par. 89). That
action could reduce prospects of promotion and should be open to
review. Furthermore, if an employing authority does not reclassify an
officer, but continues to hold him at a merit-barrier for more than a
reasonable period (say two years) he should be given the opportunity
to prove before a review authority that he is good enough to pass
beyond the barrier. The review authority should then have power in
appropriate cases to recommend his reclassification.

Procedure for Regrading and Classification Appeals

261. Although we support the right of review of both classification
and grading (par. 258, 260), we think that the employing authority
should have the ultimate decision on these matters. They are related
and ought to be treated in the same way. We propose therefore that
all such applications for review be considered by a Classification and
Grading Committee or Committees which would be administrative
rather than judicial and which would make recommendations to the
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employing authority. The Committee should include representation
from the employees, should have power to work formally or informally
as it sees fit, and should be free to recommend courses of action other
than those taken by the employing authority or requested by the
appellant, including the right to refer suitable cases to the Appeal
Board.

262. Such a Committee would be able to consider cases (for
example, involving designation) which the Appeal Board is now
unable to deal with because of conflict with the Tribunal legislation,
and in respect of which there has been no effective right of regrading
appeal.

263. Officers can approach Permanent Heads or employing
authorities at any time about their own personal circumstances, and
we anticipate that this will continue. Where these representations
relate to classification or grading the employing authority could well
refer the substantial ones to the Committee for advice even though
there is no formal right of review.

Division of Responsibility among the Boards, Commitiees, and
Tribunals

264. We set out briefly the effect of our recommendations to make
clear what is involved in them, what the rights of officers will be if
they are adopted, and where their appeals will be dealt with.

265. The Appeal Boards will decide: (a) Promotion appeals where
the appellant seeks to show that he is more suitable for a particular
position than the appointee (unless the appellant elects to ask for a
review by the appointing authority); (b) cases referred by the
Classification and Grading Committee; (c) appeals concerning disci-
pline and transfers of officers.

266. The Classification and Grading Committees will make recom-
mendations to the employing authority relating to: (a) Regrading
appeals, which an officer will be entitled to make after at least five
years about the value of his position, and, where relevant, his efficiency
or fitness in it; (b) classification appeals, including the contesting of
the initial classification and reclassification either of the person or the
position held; (c) appeals from officers held on merit-barriers; (d)
officers’ representations referred to the Committee by the employing
authority; (e) non-promotion cases (where the officer elects to have
his claims reviewed by the employing authority instead of by the
Appeal Board) which are referred to it by the employing authority.
The essential test of jurisdiction between the Appeal Board and
the Classification and Grading Committee is whether the appeal
challenges another officer’s promotion, irrespective of whether the
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promotion has been gained on regrading or otherwise. If it does, the
matter lies with the Appeal Board. If it does not then it lies with the
Classification and Grading Committee.

267. The Tribunals will still deal with group appeals taken by
employee organisations on behalf of occupational classes. The function
of the Tribunal can be clearly distinguished from that of the Classi-
fication and Grading Committee. The Tribunal hears group appeals,
the Committee hears the appeals of individuals; the Tribunal deter-
mines on appeal the value of a certain kind of position, the Com-
mittee considers whether a particular position properly falls within
the category to which the employing authority has allocated it.

Outside Appointments above Basic Grade

268. The Public Service, Post Office, and Railways Department
each have different legislative provisions for appointments from outside
the State Services. Those of the Post Office and the Railways Depart-
ment have resulted in the virtual exclusion of outsiders from entering
above the basic grade. An outside appointment can be made only
when there is no one in the Service “suitable” (Post Office) or “fully
qualified” (Railways) and available for the position. Thus a depart-
mental officer, by showing merely that he is “suitable” or “fully
qualified” for the position and that he is available to take it, is
entitled to be appointed to it before the applicant from outside. He
need not prove that he is equal in merit to, or better than, the outside
applicant.

269. The Public Service legislation (s. 4 (3) Public Service Amend-
ment Act 1951) provides that where a departmental officer is suitable
and available, an appointment from outside can be made only if it is
in the public interest to do so, and only if the outside applicant is
“in great degree” superior to the Service applicant. The provisions of
the subsection are commonly and comprehensively referred to as “the
in-great-degree clause”. For the two years ending 30 June 1961, 573
outside appointments were made, 27 appeals were lodged and 11
of these were successful. The small number of appeals is accounted
for by the fact that most of the appointments were to positions where
there were no Service applicants (for example, to the School Inspec-
torate), or to occupational groups — mostly technical or professional —
where the outside appointment did not threaten the promotion
prospects of qualified officers.

270. We formed the opinion that in the Public Service there is
a natural reluctance to make outside appointments if an appeal is
likely to follow. People outside the Service are for their part reluctant
to apply for State Service appointments for they know they may be
embarrassed by the inevitable delay before the appointment can be
confirmed, or, a fortiori, if the appointment is upset.
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271. We have already stated our belief that a career service is in
the public interest. We do not wish to see this principle undermined
by unnecessary outside appointments. But it is plain that at times the
public interest will be best served by an outside appointment, and at
these times the public interest should not be obstructed by exclusive
legislation or practices.

272. Some Permanent Heads of Public Service departments sug-
gested that the special provisions restricting outside appointments
should be eliminated entirely. It was contended that it would suffice
if the same rights of appeal were available against both the appointee
from outside and the Service appointee, as an officer’s work experience
in a Service career would give him a very great advantage over any-
one from outside. He should need no extra protection. It was also
maintained, by one witness at least, that outside applicants who had
trained themselves should not be at a disadvantage against Service
applicants who had received their training (and often very consider-
able training) at Government expense.

273. It was further suggested that whatever protection might be
given to Service applicants should extend only to those officers who
had joined the Service before 25 years of age. (It is true that restric-
tions on appointments from outside the Services are presumably
intended to protect career servants, and that officers joining the
Services at a late age may not be career servants in the strict sense of
the term. But we think that it would be impracticable to apply a
single age limit to all occupational groups.)

274. The Health Department advocated a greater interchange of
officers (medical, administrative, and others) between it and local
hospital boards. It pointed out that the salaries of both groups of
employees come from State funds and both carry out duties which
are part of the State’s health service. The formation of policy relating
to this health service and its day-to-day administration would be
assisted by such an interchange of officers. The Education Department,
supported by the Post-primary Teachers’ Association, made the
same point about the State education service. It was urged that there
should be a freer interchange of officers between the Education
Department and local education boards. We were told that the “in
great degree” clause could be used to impede transfers from these
local bodies to the two departments.

275. There is no doubt that the “in great degree” clause generates
much emotion. The Public Service Commission considers that the
phrasing of the section unreasonably restricts the entry of needed
fresh blood into the Public Service, and suggests some alternative
wording like “clearly more suitable”. But this, and other suggested
wordings, seem to us to make little change. The Public Service
Association clings to the existing wording with a devotion which it
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found difficult to explain logically. We conclude that the phrase “in
great degree” has gained a magic of its own, and constitutes, accord-
ing to one’s point of view, either an unjustifiable impediment to
progress or a necessary bulwark to hard-won rights.

276. The phrase “in great degree” should be abandoned. It is
imprecise in its wording and rigid in its application. It results in the
exclusion of a number of factors which we consider should be taken
into account in particular cases. The primary purpose of the State
Services is to serve the public. Only those appointments should be
made which best serve the public interest. No doubt the upholding of
a career service helps to develop strong State Services and thus
promotes the public interest. But this protective strengthening should
not submerge the main purpose. The Public Service Association itself
made this clear in its statement of basic principles. It said:

(5) Public Interest: In exercising its powers in respect of the
Public Service, the Public Service Commission shall have regard to the
public interest as a guiding principle, and in considering public interest
the Commission shall have regard for the morale and long-term
efficiency of the Public Service.

(7) Protection for Career Public Servants: In order to obtain and
retain efficient and enthusiastic staff, which is essential in the public
interest, the Service should, to the fullest extent possible recruit its
staff at an early age and train them itself, and should safeguard the
promotion prospects of those who have made the Service their career.

277. What is needed, then, is legislation to implement the principles
we have just quoted. The present legislation does not do this; for the
Public Service it establishes a fixed test of doubtful meaning and
rigid application. The outside applicant must be “in great degree”
more suitable in every case, no matter how greatly the public welfare
may be involved in the appointment or how little the principle of a
career service might be affected by it. There are, unquestionably,
many cases where the appointment of an outside applicant would do
little harm to any public servant. Yet if a public servant objects, the
outside applicant, to gain the post, must be shown to have the same
superiority as he would need to gain a post which might have signifi-

cant implications for officers already in the Service. This is obviously
absurd.

278. The situation is even worse in the Post Office and the Railways
Department. For there, no matter how strongly the public interest
calls for an outside appointment, or how greatly superior the outsider
may be, the appointment cannot be made if there is an officer
“suitable” or “fully qualified” and available for the position.

279. The public interest cannot warrant an outside appointment
unless the outside applicant is the more suitable in the circumstances
of the case, but the margin of superiority which is necessary must
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vary with those circumstances. We think that the following con-
siderations should control the assessment of public interest in the
making of outside appointments to the State Services:

(a) Whether (and to what extent) an outside appointment would
hinder the building up of a career service based on recruitment
of juniors, such a career service being desirable in the public
interest.

(b) Whether (and to what extent) the occupational class concerned
can normally rely on Service promotions, or whether another
source is, in fact, being drawn upon for recruits (for example,
Correspondence School teachers and inspectors of schools from
teachers employed by education boards; or nurse-inspectors
from nurses employed by hospital boards).

(c) Whether (and to what extent) the proposed appointment
harmfully affects the career prospects of the members of the
occupational class concerned, taking into account the general
pattern of appointments to that class.

(d) Whether (and to what extent) the particular appointment is
necessary to strengthen in number or quality a class of officers
which needs strengthening.

(e) Whether (and to what extent) the outside applicant is superior
to the most suitable officer available in the Service.

(f) Whether (and to what extent) it is desirable that there be an
interchange of employment among certain occupational classes
inside and outside the State Services (for example, interchange
between departmental and university scientists).

280. We have made it clear that outside appointments to the State
Services should only be made when the public interest requires them.
We have listed the relevant considerations. In appeals against appoint-
ments, the onus of proof of superiority must in part depend on whether
the appointee comes from the Service or from outside. In the latter
case, only the employer can normally produce evidence justifying the
departure from the general practice of appointing from within the
Service. Therefore, in appeals by an officer against an appointment
from outside, the onus should remain at all times on the employer
to show that the public interest justifies the appointment.

Interchange between Public Service, Post O ffice, and Railways

281. We have already recommended (par. 191) that the legislation
and practices of the three employing authorities (Public Service, Post
Office, Railways Department) ought to facilitate the interchange of
officers. For example, a Post Office employee should be entitled to
compete with a Public Servant for a position in a Public Service
department as though he were an officer of the Public Service, and
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vice versa. It follows from this that the provisions which we have
recommended to control the introduction of outside appointees to the
three Services (par. 279) should not apply to transfers among the
three Services. In these cases, any appointment should be determined
according to the test of who is the most “efficient and suitable”, with-
out regard to the origin of the appointee, but allowing a right of
appeal only for applicants of the Service to which the appointment is
made. The legislative provisions for appointments in the three Services
vary considerably. Some of these provisions give wider powers of
appointment than do those of other Services. Some might even be
said to.establish in law the position we advocate. But the practices of
all three Services have, we believe, developed in a way which dis-
courages (if it does not prevent) any reasonable interchange of staff.
We think that this is not in the best interests of the Services.

282. It might be urged that a similar freedom of interchange should
be encouraged between the State Services and those outside organisa-
tions whose staff salaries are paid directly or indirectly from funds
voted by Parliament. We think, however, that a career service should
have some protection, and in the interests of such protection a line
must be drawn somewhere, if only empirically. Our recommendations
in respect of outside appointments (par. 279) are flexible enough to
cover recruitment from organisations outside the State Services.

Appeals Against Disciplinary Action

283. It is more convenient to deal with these particular appeals in
the section on discipline.

EXEMPTIONS FROM APPEAL
Permanent Heads

284. The Public Service Act does not expressly exempt any officer
from its appeal provisions. However, the Permanent Heads of six
departments within the Public Service (Audit, Treasury, Prime
Minister’s, Works, External Affairs, Crown Law) are appointed out-
side the Public Service Act, with the result that no appeal lies against
their appointment. In the Post Office, 18 of the most senior positions
are exempted from promotion-appeal procedure but are otherwise
subject to the Post Office Act and its regulations; in the Railways
Department, 40 such positions are thus exempted.

285. We consider that there should be no right of appeal against
an appointment of permanent head status. To explain why, we shall
repeat briefly the considerations which have led us to the view that
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there should be a special procedure for the appointment of Permanent
Heads (par. 224-9). A Permanent Head is more than a manager of a
department. He is also the Government’s adviser on matters of policy.
He cannot act effectively unless the Government has confidence in
him. Therefore, the Government must have the right to approve, and
in certain cases, to make the appointment. The existence of this right
of Government is incompatible with a right of appeal, and therefore
we recommend that these positions be not subject to appeal.

286. It could be argued that our recommendation does not reach
far enough down into the hierarchy of a department. The Public
Service Commission for instance placed before us a list of 86 positions,
appointments to which it recommended should be free of appeal.
These included all Permanent Heads with the addition, in some cases,
of up to three other senior officers from a department. The exemptions
from appeal in the Post Office and the Railways Department are
also on a much wider scale than our recommendation intends. On
the other hand, Sir William Dunk did not think the exempt list should
be a large one; he said it “should embrace all permanent heads and
some deputy-type positions in the more important departments”.

287. We believe that the reasoning outlined in paragraph 285 in
support of exempting Permanent Heads from appeal is valid. It is our
opinion that, for positions to which that reasoning does not apply,
exemption from appeal would detract from the morale and efficiency
of the State Services. This view is consistent with our assessment of
appeal rights in paragraph 236. The existence of a greater number
of exempt positions in the Post Office and the Railways Department
does not invalidate our argument, for those positions were exempted on
entirely different grounds. We are not satisfied that all the subordinate
positions listed by the Public Service Commission are substantially
affected by the logic of our argument. But it may well be that in
practice some deputy positions in more important departments are
much more strongly affected than are others; we have no way of
knowing.

288. Our recommendation therefore encompasses only positions of
permanent head status, to which we have no doubt our reasoning
applies. Should the Government find that it applies equally strongly
to some other positions, there may be justification for exempting them
also from appeal, but we cannot, on present knowledge, make any
recommendation about this.

289. Our recommendation also raises another matter — the effect
of appointing Permanent Heads in the Public Service outside the
provisions of the Public Service Act. As they are then wholly outside
the provisions of the Act, they are probably not subject to the con-
ditions of service, the disciplinary code, and the rights which the
Act and its regulations prescribe. If this is so, it is an unfortunate
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effect probably overlooked when they were exempted. If our recom-
mendation on exemptions from appeal is approved, we believe that all
Permanent Heads, including those listed in paragraph 284 above
(with the possible exception of the Controller and Auditor-General),
should be explicitly placed under the Act and treated in all other
respects as officers of the Public Service.

290. There are also a number of other posts associated with the
Public Service and with parliamentary and judicial administration,
appointments to which are not made under the Public Service Act,
and which .are, for a variety of reasons, expressly exempted from it
by legislation. If any of these positions are exempted only to remove
them from the appeal provisions of the Act, then they too could,
with some advantage to the individual and the Service, be brought
back under the Act, and at the same time their existing exemption
from appeal preserved.

Entrants with Higher Initial Maximum in the Basic Grade

291. We have stated in our discussion of grading (par. 39) that an
entrant to the basic grade with a sufficiently high qualification should
be able to proceed to the maximum of the grade, while an entrant
with the minimum (or near minimum) qualifications of the class may
be subject to an initial merit-barrier at a lower level in the grade.
In occupational classes where this principle is applied, no right should
be available to the officers who are subject to the lower barrier to
appeal against the appointment of a new entrant to the same grade
but who is not subject to that barrier. Similarly, there should be no
right of appeal against an officer already in the grade whose merit-
barrier has been removed.

AMENDMENT TO CONSTITUTION OF APPEAL BOARDS

292. The legislation constituting the Appeal Boards for the three
State Services does not require a Stipendiary Magistrate as chairman
of any Board, though the present practice is to appoint one whenever
that is possible. That is a good practice; it helps to inspire confidence
in the impartial administration of the Board and is obviously most
suitable when counsel appear. It would be unwise to prescribe that a
Magistrate must be chairman, for there may be times when a Magis-
trate is not available. We think the present legislation should stand.

293. Some witnesses contended that the practice of appointing as
members of the Public Service Appeal Board (other than the magis-
terial chairman) clerical or executive officers, serving or retired,
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hinders the proper consideration of appeals which concern technical
and professional positions. It was said that in an appeal covering
(for example) a scientific or engineering post, it would be desirable
to have a scientist or engineer (either serving or retired) as a member
of the Appeal Board. That could be so; but the establishment of a
Board with enough members to represent all the various occupational
groups of the Public Service is administratively impossible. There is,
however a case for the Board to be given statutory authority to co-opt
a fourth member when it desires special technical or professional aid.
The co-opting of a fourth member, and his selection, should be subject
to the approval of the parties to the appeal. If approval is not given
then the special knowledge can only be gained by calling expert
witnesses.

294. A further suggestion for reform of the Public Service Appeal
Board follows upon a proposal to delegate promotions to departments.
It was said that if this were done, the right of appeal in promotion
cases should lie to the Commission, not to the Appeal Board. We
have recommended earlier (par. 216-21) certain delegations of pro-
motions. It is apparent, however, that it is not yet possible to delegate
all promotions and that the State Services Commission must continue
to do much of this work for some time to come. At least until the
State Services Commission delegates all promotions, they should still
be reviewed by an independent Appeal Board, unless the officer
himself chooses the alternative procedure which we have suggested

in paragraph 254.

2953. We think it would be an improvement if the instrument of
delegation to departments included, in appropriate cases, an instruc-
tion that, on an appeal, the department should prepare the case for,
and appear in support of, any promotion made under delegated
authority. It seems to us that requiring departments to defend their
promotions would help to develop a responsible attitude in the
exercise of their delegated powers.

296. There may be times when the Appeal Boards will want help
on questions of law —for example, on whether there is a right of
appeal in a particular case. There is a provision in the Public Service
Regulations (reg. 114) requiring the Public Service Appeal Board
to take the opinion of the Solicitor-General when its view conflicts
with that of the Commission about whether an appeal lies. There
is a similar provision in the Government Railways (Staff) Regula-
tions (reg. 91) requiring the Railways Appeal Board to take the
opinion of “a solicitor of the staff of the Crown Law Office”. These
provisions are obviously unsuitable now that the usual practice is
to have a Magistrate as chairman, and so we recommend that,
instead, all three Appeal Boards should be empowered to state a
case for the opinion of the Supreme Court on any question of law.
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RECOMMENDATION

We recommend that:

(84) The present appeal systems of the Public Service, the
Post Office, and the Railways Department be retained
subject to the following modifications:

(a) In

respect of promotion appeals:

(i) Urgent consideration be given to
shortening the time between an appointment
and the determination of appeals in respect
of that appointment (par. 250).

(ii) The practice of the Public Service
Appeal Board of giving leave for counsel to
appear wherever the request for counsel is
reasonable, be adopted by the Railways and
Post Office Appeal Boards. (This will
necessitate a change in the legislation for the
Railways Appeal Board, and will apply also
to disciplinary appeals) (par. 251).

(iii) The Appeal Boards be empowered to
direct, as an alternative to appointing an
appellant to the position, that the employing
authority reconsider the list of applicants and
possible appointees so that the most suitable
and efficient officer can be appointed (par.
253).

(iv) An officer affected by an appointment
and entitled to appeal be allowed to elect
either to take his case before the Appeal
Board in the usual way, or to seek a recon-
sideration of the decision by the employing
authority (par. 254).

(v) The power to accept a notice of
appeal which has been lodged after the pre-

_cribed time has expired be taken from the

(b) In

Public Service Commission and placed with
the Public Service Appeal Board. (This will
apply also to disciplinary appeals) (par 255).
respect of appeals against regrading and
classification :

(i) If our proposals for continual regrading
are adopted, an officer be given the right at
intervals of not less than five years to seek a
review of the grading of the position he
occupies at the time of application (par.
259).

285
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(ii) If our proposals for classification and
grading are approved, a right of review be
granted to individual officers in respect of
classification, or any change in classification,
and in respect of being kept for an undue
length of time at a merit-barrier (par. 260).

(iii) One or more classification and
grading committees be set up to review cases
of the types enumerated in paragraph 266
and to make recommendations thereon (par.
261-3, 265-7).

(iv) If the foregoing recommendations are
adopted, the present provisions giving a right
of appeal to the Appeal Board in respect of
grading be repealed (par. 261, 265).

(c) Outside appointments above basic grade to all
departments and the rights of appeal for
Service appellants against outside appointees,
be controlled by the factors and procedures
set out in paragraphs 276-280, and the
legislation of the Public Service, the Post
Office, and the Railways Department be
amended accordingly (par. 268—-280).

(d) The following exemptions from appeals be
granted :

(i) Appointments of permanent head
status in the Public Service be freed from
the right of appeal and when that is done,
the Permanent Heads (except the Auditor-
General) at present appointed outside the
Public Service Act be placed under the Act
(par. 284-290).

(ii) No right be available to officers subject
to a qualification-barrier or merit-barrier in
a basic grade to appeal against the appoint-
ment of another officer to the same grade
with higher qualifications and not subject to
the qualification-barrier or merit-barrier, or
to appeal against the removal from another
officer of the merit-barrier (par. 291).

(e) The constitution and procedures of the Appeal
Boards be amended as follows:

(i) The Public Service Appeal Board be
empowered, with the consent of the parties
to the appeal, to co-opt a fourth member
in those cases where it desires special tech-
nical or professional aid (par. 293).



CHAPTER 6 287

(ii) Appeal Boards be empowered to state
a case for the opinion of the Supreme Court
on questions of law (par. 296).

(iii) Appeal Boards be given express power
to fix the terms on which appeals may be
withdrawn (par. 248).

(f) As a matter of practice, a department which
makes a promotion under delegated authority
be required, when appropriate, to prepare
the case for the appointment appealed
against and to appear in support of it at the
hearing (par. 294-5).

DISCIPLINE

PRELIMINARY

297. We confine this section to an examination of the disciplinary
codes of the employing authorities and the extent to which they are
complied with, and to desirable improvements in them.

298. We stated, when inviting submissions on this subject, that
“discussions should be limited to the negative aspect of discipline as
imposed by rules and regulations”. Though it is convenient to discuss
here only the negative aspect, we appreciate that official codes alone
cannot ensure proper standards of discipline. Self-discipline is always
necessary. That is the product of such character-forming things as
education, training, personal codes of conduct, leadership, and morale
which we touch upon from time to time in other sections of our report.
Both employer and employee share the responsibility for attaining
proper standards of discipline in the full sense of the word, for the
efforts of the one complement those of the other.

299. We conclude from the evidence that the standard of conduct
within the State Services is very high in matters of honesty and
integrity. There seem to be relatively few serious breaches of the
written disciplinary codes. But we are not satisfied that the standard
of discipline in relation to the performance of daily work is always
high enough. We speak here of such matters as compliance with
instructions, attitudes to work, courtesy, punctuality, and behaviour
in the office. These are too often treated as not of great importance;
whereas they have a considerable influence on morale and on the
image which the public forms of the Services. We believe that the
blame for this situation can in part be attributed to controlling
officers’ failure to supervise their staff adequately, and, what is often
more important, to insist upon their instructions being obeyed.
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SCOPE OF INVESTIGATION

300. The Post Office and Railways Department and their staff
associations did not wish to review their disciplinary codes critically.
They sought no changes. The Public Service, both employer and
employees, took a sharper approach. The evidence of the Public
Service Commission itself, and of a number of Permanent Heads,
was most valuable. Our discussion of the Public Service code is there-
fore more informed than that of the codes of the other two State
Services.

301. Each of the three employing authorities has a distinct
disciplinary code springing from its own legislation, regulations, and
other rules of procedure. The codes have, in practice, proved to be
both generally fair, and adequate to protect the public interest. Each
prescribes similar standards of conduct, and makes certain that the
employing authority does not abuse its disciplinary power. The
existence of these codes strengthens the morale and improves the
prestige of the State Services.

302. The offences prescribed in these three codes are very much
the same — especially in those of the Public Service and the Post
Office. Their procedures vary a little as a result of different historical
development and different systems of administrative control. The
Railways code confers wider powers of dismissal than do the other
two because of the nature of Railways work and responsibilities.

OFFENCES PRESCRIBED BY THE PUBLIC SERVICE ACT

303. Section 11 (1) of the Public Service Amendment Act 1927
enacts that the disciplinary provisions of the section shall apply to
any officer who:

(a) By any act or omission fails to comply with any of the re-
quirements of the principal Act; or

(b) In the course of his duties disobeys, disregards, or makes wilful
default in carrying out any lawful order given by any person
having authority to give such order, or by word or conduct
displays insubordination; or

(c) Ts negligent, careless, or indolent in the discharge of his duties;
or

(d) Is inefficient or incompetent in the discharge of his duties, his
inefficiency and incompetency appearing to result from causes
within his own control; or

(e) Is not qualified, either temperamentally or otherwise, for the
efficient and satisfactory performance of the duties of his office;
or

(f) Uses intoxicating liquors or drugs to excess; or

(g) Is guilty of any disgraceful or improper conduct, or of any act
or conduct, either in his official capacity or otherwise, showing
his unfitness to remain in the Public Service; or
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(h) Otherwise than in the discharge of his duties, or except by the
direction or with the permission of the Minister administering
the Department to which he is attached, directly or 1nd1rectly
discloses any information acquired by him in the course of his
duties or otherwise in his capacity as an officer of the Public
Service.

304. These offences may be considered “major” offences of their
kind, in which event the procedures laid down in subsection (3)
(detailed in par. 305 below) apply; or “minor” in which event they
may be dealt with by the Permanent Head in terms of subsection (2)
which directs?

(2) If the permanent head of any Department receives or makes a
minor complaint against any officer, or has reason to believe that any
officer has committed what in the opinion of the permanent head is a
minor offence, he may require the officer to furnish an explanation, and
if after consideration of such explanation he is satisfied that the subject-
matter of the complaint or charge is proved he may caution or repri-
mand the officer, or may order that a sum not exceeding two pounds
be deducted from his salary. Any action taken under this subsection by
the permanent head shall be forthwith reported to the [Commission,
which] in cases where a deduction from salary has been ordered shall
confirm the decision of the permanent head or shall reduce or remit
the penalty as [it] thinks proper. The decision of the [Commlssmn]
with respect to any such penalty shall be final.

The decision whether the offence is “major” or “minor” thus lies
first with the Permanent Head of the department. Administrative
arrangements between the departments and the Public Service
Commission ensure that this decision is not changed when the penalty
imposed by the Permanent Head is later reviewed by the Commission.

PROCEDURES PRESCRIBED FOR MA JOR OFFENCES

305. Section 11 (3) of the 1927 Amendment Act prescribes the
following procedures for the prosecution of major offences:

(a) The Permanent Head charges the officer concerned, in writing,
and gives him a notice requiring him to reply within a specified
time admitting or denying the charge. (He may at the same
time suspend the officer from duty.)

(b) If no reply is received within the specified time, the officer is
deemed to have admitted the charge.

(¢) The Permanent Head then sends the charge to the Commission
with the reply (if any), and his own report and any others
that he may have obtained.

10
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(d) If the charge is admitted, or if the Commission is satisfied of
the truth of the charge, it may impose one of the prescribed
penalties, including dismissal.

(e) If, however, the Commission considers that the complaint
should be further investigated it may appoint some person or
persons to carry out an investigation, and such persons can
summon witnesses and examine on oath. They report later to
the Commission which itself makes the finding and determines
the penalty.

(f) The final decision of the Commission is given to the officer in
writing.

The officer has a right of appeal in terms of section 17 (1) (d) and
(e) of the same amendment Act to the Public Service Appeal Board
against both the finding and the penalty.

306. This procedure is followed with care. Formal investigations
are often made, and were made into four out of 27 major offences
during the year ended 31 March 1961.

307. Permanent Heads stated that the main difficulty of this pro-
cedure is to satisfy the Appeal Board that the circumstances in a
particular case justify dismissal or other serious penalty. They stressed
how hard it was to communicate to the Board the various circum-
stances and the general background which (in their view) call for
dismissal. Some of them would for those reasons do away with the
appeal procedure altogether. But as we see it, such difficulties do not
justify removing this protection from the individual officer. Moreover,
we think that most of the difficulties can be overcome if reasonable
care is taken to record disciplinary lapses, and to inform unsatisfactory
officers of them as they occur. We do not advocate an excessively
admonitory attitude. But an officer should be warned and, when
necessary, reported. We deprecate a refusal to face these unpleasant
duties, which are owed to the employee as well as to the employer.
A reasonably early warning may prevent a serious degeneration.
An officer who has not been given a timely caution has a genuine
grievance.

308. The Public Service Commission complained of a difficulty
it had experienced before the Appeal Board in introducing, in the
face of opposition from the Public Service Association, sufficient
details of the charged officer’s career history. It said that this pre-
vented the Board from viewing the penalty in a proper light and
resulted in the success of too many appeals against penalty. The
Public Service Association maintained on the other hand that it
must continue to object to all incidents or reports which were not
immediately brought to the attention of the officer and which he
may have had no chance to contest. We were asked to recommend
rules regulating the introduction of such evidence.
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309. We consider it would be unwise to lay down rules defining
when and to what extent an officer’s previous history may be intro-
duced either on the hearing of an appeal against a finding of guilty,
or on an appeal against penalty. On the hearing of some appeals
(for example, those relating to charges of negligence or indolence
in doing his work) the previous career history of the officer will be
significant. But there are charges arising out of an individual act
(for example, an assault) when the previous history may have little
or no bearing. So, too, when it is necessary to assess the penalty.
In one case the past history may be important; in another, not. We
think it better to leave it to the Appeal Board to exercise its discretion
without fixed rules, but ensuring always (as no doubt it will) that
the officer is not prejudiced and that the prosecution must establish
the truth of any of its assertions which are challenged.

PENALTIES FOR MA JOR OFFENCES

310. Depending on the character of the offence, the Commission
can impose penalties in terms of section 11 (3) (c) of the 1927
Amendment Act. The Commission can :

(i) Caution or reprimand [an officer charged] or deprive him of
his annual or other leave of absence during or in respect of
a specified period; or

(ii) Order to be deducted by way of penalty from the salary of
such officer such sum as [it] deems fit; or

(iii) Make a reduction in the classification and rate of salary of
the officer, or in either such classification or rate of salary; or

(iv) Transfer the officer to some other office or locality, which trans-
fer may be in addition to any other lawful penalty; or

(v) Dismiss the officer from the Public Service or require him to re-
sign within a specified time (in which case the officer shall be
deemed to be dismissed unless he so resigns).

These penalties are all subject to appeal to the Appeal Board. We
consider it necessary to discuss only two of them — dismissals and fines.

Dismissals

311. It is often alleged that the dismissal of incompetent or other-
wise unsuitable Public Servants is circumscribed by procedures and
attitudes which unduly protect mediocrity and allow incompetent
people to remain in the Public Service. It is hard to ascertain how
true this popular allegation is, but some Permanent Heads gave it as
their opinion that incompetence had to be gross, or a misdeed very
serious, before they could be sure that an officer would be dismissed.

10%
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The table below gives figures for dismissals for

CHAPTER 6

the year ended 31

March 1961:
Table 12
Dismissals of
Authority Total Permanent Permanent Staff
Staff (Including (Excluding
Probationers) Probationers)
Railways 16,371 82
Post Office .. 17,643 48
Public Service Commission 39,428 26

312. These figures can be misleading, because some officers were
“dismissed” for leaving the Public Service without giving the required
notice. On the other hand, resignations are sometimes sought or
accepted in preference to formal disciplinary dismissal. Nevertheless,
we are satisfied that there is too reluctant and tardy an approach to
dismissal.

313. Two excuses were usually made for failure to take prompt
action to dismiss in proper cases: the cumbersome nature of the
procedures, and the complications induced by appeal rights. We do
not accept that these are the real causes. We suspect that the hesitant
use of the power of dismissal is rather the result of, first, a Public
Service tradition which emphasises security as a basic element of
employment, not to be forfeited except for grievous cause; and,
second, a lack of resolution and courage on the part of supervising
officers. Officers given the responsibility of reporting on staff too
often fail to do so in terms which unambiguously describe the
performance of their subordinates. Furthermore, controlling officers
too often fail to record instances of inefficiency or bring them to the
attention of the officer concerned. It destroys morale and discipline to
retain officers whose work is obviously unsatisfactory; and when this
is the fault of the officer himself, the welfare of the Service demands
that he be asked to resign, or be dismissed.

Fines

314. It is not always appreciated that State servants can be fined
and surcharged as part of Service discipline, for there are no such
penalties in private enterprise. It is claimed that these penalties are
justified because they make State servants aware that they hold
positions of trust with a duty to account for public moneys, and
that they often give services on the efficiency of which public safety
and convenience can depend. But, though State servants can and do
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suffer these penalties, there is a counterweight; generally speaking
they cannot be dismissed as easily as can employees outside the
Services.

SUMMARY DISPOSAL OF MINOR OFFENCES

315. Under section 11 (2) of the 1927 amendment, “minor
offences” can be dealt with summarily by Permanent Heads who
may reprimand, caution, or fine up to £2. It was suggested by the
Public Service Commission and some Permanent Heads that the
amount of £2 is now insufficient. A maximum fine of £10 was pro-
posed. We agree that this would be a reasonable amount. We suggest,
too, that the present £5 limit of the General Manager of Railways be
raised to £10. The Post Office limit is already £10.

316. A survey reveals that Permanent Heads in the Public Service
have, in fact, made relatively little use of their power to fine. For
instance, the following fines of £2 or less were imposed in the five
years from 1 April 1956: 195657, 10 fines; 1957-58, 12; 1958-59,
15; 1959-60, 39; 1960-61, 26. The General Manager of Railways
imposed 509 fines not exceeding £5 in the year ended 31 March
1961. We have no comparable figures for the Post Office.

317. Section 11 (2) also provides that the imposition of a fine
must be reported to the Commission for confirmation, reduction, or
remission. This automatic review is burdensome. We should prefer
to see it abolished, placing the onus on the officer fined to ask the
State Services Commission for a review, if he desires one. Fines should
still be reported periodically to the State Services Commission so that
a record can be kept and control exercised over the Permanent Head’s
power to punish.

LOSS OF PUBLIC MONEYS OR STORES

318. Offences sometimes entail loss of public moneys or stores. The
Controller and Auditor-General can then surcharge the offender with
the amount of the loss. There is a right of appeal against the surcharge
to the Minister of Finance. Where there is a criminal element in the
loss, the Audit Office is obliged to prosecute (s. 26 (7) of the Public
Revenues Act 1953) and the practice of automatic reference to the
Police is well established. But even where there is no criminal element
(for example, in loss by negligence) an officer can face both a penalty
under the Public Service Act, and an audit surcharge. The present
procedure requiring consultation in each case between the Controller
and Auditor-General and the Public Service Commission has certain
unsatisfactory features. The Commission has a wide discretion in
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deciding on a penalty, but the Controller and Auditor-General, once
having decided to surcharge, must impose the full amount of the loss.
If the offender appeals against the surcharge, the Minister does not
deal with the appeal until the Commission has fixed its penalty. Thus
the Commission must arrive at its decision before it knows the full
payment that the officer will eventually be obliged to make.

319. There was no disagreement with the proposition that the legis-
lation should be altered. Amendments proposed were: (a) the Public
Revenues Act should provide that, where the officer has been charged
under the Public Service Act, the Controller and Auditor-General is
not to impose a surcharge; and (b) the Public Service Act should
empower the Commission to impose a surcharge (after consultation
with the Audit Office) in addition to any other lawful penalty; and
(c) both the penalty and the surcharge should be open to appeal to
the Public Service Appeal Board whose decision on both would be
final.

320. We favour these proposed amendments. We also recommend
similar amendments to Post Office and Railways legislation.

DISMISSAL FOR NON-SERVICE OFFENCES

321. Some dismissals are required by section 57 (1) of the Public
Service Act 1912 which reads:

If any officer is convicted of any crime which prior to the coming
into operation of the Criminal Code Act 1893 would have been
classed as a felony, or of any infamous offence, he shall be deemed to
have forfeited his office.

322.In those cases, the offence compels dismissal; the Public
Service Commission has no discretion. We consider that this provision
does not agree with modern penal thinking, and that it should be
changed to give the Commission the same discretion as the Post Office
and the Railways Department have. The Commission should be
allowed to suspend any officer charged with an offence punishable by
imprisonment (the present description in s. 57 (1) is completely out
of date) and if a conviction is entered, to dismiss or impose such other
Service penalty as the Commission thinks fit. The officer concerned
should be given a right of appeal (not now available) against the
penalty.

323. Section 57 (2) provides that if an officer becomes bankrupt,
applies to take the benefit of any Act for the relief of insolvent debtors,
or makes an assignment for the benefit of his creditors, he shall be
deemed to have committed an offence and his services shall be dis-
pensed with unless he proves to the satisfaction of the Commission
that his money troubles have not been caused by fraud, extravagance,




CHAPTER 6 295

or dishonourable conduct. We consider that this should also be
amended to give the Commission a discretion over penalty, and the
officer a right of appeal against the penalty.

DISMISSAL OF PROBATIONERS

324. Most of the dismissals from the Public Service are made
during the probationary period. (Ninety-four probationers were dis-
missed compared with 26 permanent officers in the year ended 31
March 1961.) A probationer is not an “officer” during his probation
and is thus not entitled to the protections built into the disciplinary
code. His appointment can be annulled at any time (s. 5 Public
Service Amendment Act 1951), and that is, as we have shown, often
done. Nevertheless, we were left with the impression that more use
could be made of this probationary period to test the probationer’s
fitness to become an officer. It is not only in the public interest but it
is also in the interest of the probationer — particularly if he is a
youth beginning a Public Service career — that he should be advised
reasonably early if, in fact, he is unsuitable for a particular line of
work. The State Services Commission should insist that officers whose
duty it is to report on probationers exercise a keen sense of responsi-
bility in doing so, make it their business to know how a probationer
is progressing and report on him fully and frankly. We are aware
that probation periods are often extended where there is doubt about a
probationer’s suitability, and that is justifiable. But in most cases it is
better if the decision can be promptly made.

NON-CULPABLE INCOMPETENCE

325. Controlling officers are naturally reluctant to deal firmly with
officers who, through no fault of their own, find themselves unable
to do their work efficiently. The State Services have always shared the
public duty of employing a number of these people. Some controlling
officers reason that so long as such people can give some productive
return for the wages paid them, they should be retained and kept off
social security benefits.

326. The very size and complexity of the Public Service justifies
an attitude towards such employees somewhat different from that often
found in private business. There is in the Service a much greater
variety of posts among which an employee can be given a chance of
finding his proper place. A person who is unsuitable in one post may
yet do valuable work in another. We believe also that the Public
Service should continue to employ its full share of those people who
suffer from severe handicaps to employment (say, physical disability)
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but who are willing and often anxious to play as useful a part as they
can in the life of the community. Indeed, the Public Service, with its
great variety of occupations, is better fitted to provide suitable employ-
ment for handicapped people than are most other employers. We
should not wish it otherwise.

327. But there will be times when it will be necessary to terminate
the services of, or transfer, or reduce the grading of an officer who
in the words of section 11 (1) (e) of the 1927 Act “is not qualified
either temperamentally or otherwise for the efficient and satisfactory
performance of the duties of his office”. As a consequence of the word-
ing of the preceding paragraph of the Act (s. 11 (1) (d)), we read
paragraph (e) as referring only to incompetence arising from causes
not within an officer’s control. The result would seem to be that such
incompetence can only be dealt with as a disciplinary matter, and the
officer charged. We believe that it is not proper to include in a disci-
plinary code the procedures relating to officers who, though blameless,
are unable to do their work efficiently. Conscientious and efficient
officers often become inefficient through causes beyond their control,
for example, through physical or mental deterioration. They should
not be treated as offenders and subjected to formal disciplinary action.
The problem of dealing with them should be considered as admini-
strative, and their cases should be investigated informally.

328. There is no doubt need to guard against arbitrary and hasty
judgments, and to make sure that the officer can have the decision of
his employing authority reviewed. We think that an Appeal Board
is not the most suitable or convenient authority to undertake such
reviews, and that what is needed is a review board, or boards, assemb-
ling more informally, and recommending to the employing authority
the action to be taken. So that there may be no delay (for we believe
that delay aggravates the problem) it may be necessary to have
several such review boards throughout the country. Their constitution
could be decided after discussion with the staff association. To safe-
guard against any misuse of the power to terminate employment for
this kind of inefficiency, any such review authority should have the
power to recommend that the case be treated as a disciplinary
case and a charge laid.

329. We therefore consider that paragraph (e) of section 11 (1) of
the Public Service Amendment Act 1927 should be repealed and that
incompetence beyond the officer’s control should be dealt with
administratively, with a right of review by a board such as we have
described. There will need to be legislation to establish such boards,
and to confer on the State Services Commission powers to act accord-
ing to their recommendations. We also recommend that a similar
provision be written into the Acts of the Post Office and the Railways
Department.
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SECTION 51, PUBLIC SERVICE ACT, 1912

330. Section 51 of the 1912 Act provides that every officer shall
“be deemed a three monthly servant and removable by the Com-
mission at any time after three months’ notice”. The effect upon this
provision of section 11 of the 1927 Act embodying the present dis-
ciplinary code (par. 303, 305) is not clear. It has long been uncertain
whether section 11, by implication, repeals the Commission’s power
(as distinct from the Crown’s inherent power) to terminate employ-
ment on three months’ notice:pursuant to section 51, in those cases
where the.matter could properly be the subject of a disciplinary
charge. This uncertainty was deepened considerably by the judgment
of the Court of Appeal in Deynzer v. Campbell and Others, [1950]
N.Z.L.R. 790, where some members of the Court expressed the
opinion (though the issue was, perhaps, not strictly before them for
decision) that section 51 could no longer be used in those cases.

331. We consider that section 51 should not be available to
deprive an officer of the protection of the disciplinary machinery in
truly disciplinary cases. The use of section 51 is justified only in the
following circumstances: (a) termination of services on the ground
of redundancy; (b) termination of services where an officer has
absented himself without leave or reasonable excuse for more than
14 days; (c) termination of services pursuant to retirement policy.
The legislation should be made clear on this matter.

DELEGATION TO PERMANENT HEADS

332. Some witnesses advocated that the Public Service Commis-
sion should delegate to Permanent Heads the right to deal with
offences of a more serious character, for at the moment a Permanent
Head can deal only with “minor offences”.

333. We have no doubt that in the future some such delegation
will be necessary. Considerable care will, however, need to taken in
selecting the departments to which such delegation can be extended
and in limiting the penalties delegated. We do not think that depart-
ments have yet reached the stage where such delegations ought
generally to be given. It is a subject which the State Services Com-
mission should keep in mind for further action.

334. It might seem that the State Services Commlssmn could now
delegate to Permanent Heads the right to annul the appointments of
probationers, or to extend the probationary period. We are not
convinced, however, that there is yet throughout the Service a keen
enough appreciation of the considerations surrounding such decisions —
the need to advise probationers promptly if they are unsuitable, to
provide that probationers receive proper training and attention, and
to ensure that, although decisions are made reasonably promptly,
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probationers have had opportunity to settle to their work before
action is taken. Moreover, a probationer who is found unsuitable in
one department may turn out to be suitable in another. The State
Services Commission should certainly try to bring about conditions
in departments which will allow these powers to be delegated, but
it must be left to the Commission to judge when the conditions are
favourable. It may also be desirable and practicable to differentiate
in this respect among different classes of probationers; for instance
between youths entering the Service for a career and adults entering
the Service with much of their working life already behind them.
335. Though the considerations mentioned in the preceding para-
graph may also apply to the termination of the services of temporary
employees, we think that here they must have less force. We consider
therefore that the State Services Commission might delegate to such
departments as are ready for it, and with such reservations as may
be necessary, the authority to terminate the services of these employees.

RECOMMENDATIONS

We recommend that:

(85) The Permanent Heads’ authority to impose fines for
“minor offences” in terms of section 11 (2) of the
Public Service Amendment Act 1927 and section 90
of the Government Railways Act 1949, be increased to
£10 (par. 315).

(86) The provisions of section 11 (2) of the Public Service
Amendment Act 1927 prescribing a review by the
Public Service Commission of all fines and surcharges
imposed by Permanent Heads within the Public Ser-
vice be repealed and in lieu thereof the officer fined
be given the right to seek such a review (par. 317).

(87) (a) Section 26 of the Public Revenues Act 1953 be
amended to provide that where the officer concerned
has been charged under his employer’s statute the
Controller and Auditor-General shall not impose a
surcharge (par. 318-320).

(b) The relevant legislation be amended to empower
the employing authority to impose a surcharge in
addition to any prescribed penalty, the amount of the
surcharge to be determined after consultation with the
Controller and Auditor-General (par. 318-320).
(c) A right of appeal to the relative Appeal Board
against the determination of penalty and surcharge
be given (par. 318-320).
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(88) Section 57 (1) and (2) of the Public Service Act
1912 be amended to allow the State Services Com-
mission a discretion in fixing penalty, and to allow the
officer concerned a right of appeal against the penalty
fixed (par. 321-323).

(89) Paragraph (e) of section 11 (1) of the 1927 Act be
repealed and the necessary legislation enacted to enable
review boards to be established to deal with cases of
non-culpable incompetence and to empower the State
Services Commission to act in accordance with the
recommendations of such boards. Similar amendments
to be made to the Post Office and Railways Acts
(par. 325-329).

(90) Section 51 of the Public Service Act 1912 be amended
to define in positive terms the circumstances in which
an officer’s employment can be determined under that
section (par. 330-331).

(91) The State Services Commission consider from time to
time the advisability of delegating to specified Per-
manent Heads within the Public Service (a) power to
impose limited penalties in respect of major offences,
(b) power to annul the appointment of probationers
or to extend their probationary periods, and (c) power
to terminate the services of temporary employees (par.
332-335).

RETIREMENT

PRELIMINARY

336. Two distinct problems need to be discussed in this section. The
first is: at what point in time should an officer become eligible to
retire? The second is: at what point in time should an officer be
obliged to retire? These two points may coincide. That is, all officers
may be obliged to retire as soon as they are eligible for retirement.
We shall refer to this practice as an automatic retirement policy. But
if an officer who is eligible to retire is permitted to continue to work
on before reaching the point of compulsory retirement, the policy
will be described as flexible. Under such a flexible policy an employing
authority may reserve the right to retire any officer once he has
passed the point of eligibility, even though he may not have reached
the compulsory retirement point and may wish to continue his service.

337. We stress at the outset the desirability of an orderly retirement
policy. Whether the policy be automatic or flexible, it is important
that fixed points (or a fixed point) in time be selected for eligibility
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and obligation respectively. It is in the interests of the employer, and
of the employee and his fellow officers, that each should know when
a given officer is eligible to retire, and when he will be obliged to
retire, so that all can adjust their plans accordingly. Service morale
demands that officers should be entitled to look forward to a reason-
able period of retirement. And in the national interest there should
be a policy which gives a reasonable assurance that State servants are
retired before old age impairs their efficiency. Age affects different
people in different ways, but in a large organisation there must be
some general rules governing retirement. A policy must be adopted
fixing a retirement point or points which, in the circumstances, are
reasonable.

PRESENT RULES GOVERNING ELIGIBILITY TO RETIRE

338. Any officer, unless he is a bonded bursar, is entitled to resign
from the State Services at any time, if he gives due notice. But
eligibility for retirement is laid down in the Superannuation Act, and
strictly speaking applies only to contributors to the Government
Superannuation Fund. A contributor to the Fund is entitled under
the Act to retire from the Government service once he qualifies to
receive an annuity from the Fund.

339. The next paragraph explains how male contributors qualify
for an annuity. The rights of women in this matter are at present
being changed following the decision to pay men and women at
equal rates.

340. State servants who contribute to the Government Superannua-
tion Fund qualify for an annuity by right:

"(a) At the age of 65 (60 in the case of Railways employees)
irrespective of length of service:

(b) On completing 40 years’ contributory service, provided that
the officer is aged 60 or more:

(c) On completing 40 years’ contributory service, irrespective of
age, if employed continuously in Government service from
before 1 January 1946.

With the consent of the employing authority, or in cases of ill health,
an officer may qualify for an annuity earlier, but these exceptions are
not germane to the question of general retirement policy. In all cases
the annuity is payable only after retirement from Government service.
A superannuitant may, however, take another job (even in Govern-
ment service) without prejudice to his pension rights (save in the
case of early retirement on grounds of medical unfitness). Many in
fact do so.
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341. Section (c) of the previous paragraph is accounted for by the
fact that until 1946 there was no requirement that a contributor who
completed 40 years’ service should also attain the age of 60 to qualify
for an annuity. The 1945 Act which introduced this provision
exempted from its effect those officers already in Government service,
who would otherwise have been deprived without compensation of a
right which they had previously enjoyed and to which they felt mor-
ally entitled. This is significant, for two reasons. First, it demonstrates
that the superannuation provisions may be regarded as an implied
term of the contract of service. Second, it means that some officers will
still be retiring under the traditional “40 years’ service” rule up to
1986. It is apparent that many Government servants are reluctant to
see that rule qualified even then by the “60 years of age” provision.

PRESENT RULES GOVERNING OBLIGATION TO RETIRE

342. There is no legislation establishing general compulsory retire-
ment points in the State Services. Each employing authority has
determined its own compulsory retirement policy. The policies of the
Post Office and the Railways Department are very similar, but they
differ significantly from that of the Public Service Commission.

343. In the Public Service, an officer is normally obliged to retire:
either on completing 40 years’ service (actual or contributory), pro-
vided that he is aged 60 or more (a few officers are granted extensions
to meet the needs of their departments) ; or at the age of 65, irrespec-
tive of length of service. (There are some exceptions to this rule,
especially in the basic grade where longer service does not hold up
the promotion of other officers, and where the retiring officer cannot
be readily replaced. An officer so retained is usually placed on the
temporary staff.) The Public Service Commission reserves the right
to retire any officer who has completed 40 years’ service, even though
he has not reached the age of 60.

344. In the Post Office, an officer is obliged to retire: either on
completing 40 years’ permanent service above the rank of message
boy; or at the age of 65 irrespective of length of service.

345. In the Railways Department, an officer is normally obliged
to retire: either on completing 40 years’ service; or at the age of
65, irrespective of length of service. (This policy has been followed
since 1924, and has applied with few exceptions to all officers whose
retention would deny or delay promotion for an officer with less
service.)

346. It will be apparent that the retirement policies, especially
those of the Post Office and the Railways Department, are
essentially automatic; that is, officers are in general obliged to retire
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at the point at which, if they were contributors to the Superannua-
tion Fund, they would become eligible to retire. There are some
comparatively minor areas of flexibility, namely :

(a) A public servant who completes 40 years’ contributory service
before reaching the age of 60 may retire at that point, but
if both he and the Commission are willing, he may continue
until he is 60 years of age.

(b) In the Post Office, an officer may retire when he has completed
40 years’ coniributory service, but in the relatively few cases
where this does not coincide with actual permanent service he
may if he wishes continue until he has completed .40 years’
actual permanent service.

(c) In the Railways Department, an officer may retire at the
age of 60, or if he wishes may continue until he has com-
pleted 40 years’ actual service.

347. It will also be apparent that present retirement policies have
been moulded by the terms of the Superannuation Act. In principle
it would seem that the reverse should be the case —that one should
first adopt an appropriate retirement policy, and then arrange one’s
pension plan to conform with it. In the present section our primary
concern will be to discover the principles which govern the appro-
priateness of a retirement policy, bearing in mind however that
existing superannuation rights must be taken into account in applying
those principles.

PRINCIPLES OF A RETIREMENT POLICY

348. Three questions need to be discussed if the principles affecting
a retirement policy are to be clarified. Should the points of eligibility
and obligation coincide or not? That is should a retirement policy be
automatic or flexible? Should the points of eligibility and obligation
be defined in terms of age, or of length of service, or of a combination
of the two? In the light of the answers to the first two questions,
what factors determine which particular age, or length of service,
or combination of both would be appropriate?

Automatic or Flexible?

349. A flexible policy benefits the individual officer approaching
retirement by giving him a choice either to retire when he reaches the
point of eligibility, or to continue in his present employment until
he reaches the point of obligatory retirement. It may be argued
that an automatic policy leaves him free to seek employment elsewhere
if he so wishes. But this is no adequate substitute if he is interested
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in the work itself, rather than in the income he derives from it.
Furthermore, the ease with which superannuitants have found jobs
in recent years is a reflection of overfull employment. No one can
say how much longer this condition will persist, and when it ends
many State servants may well be less enthusiastic about early retire-
ment.

350. A flexible policy may, however, have serious disadvantages
to the fellow officers of a man who could retire and does not. All
the staff associations who made submissions on this matter favoured
an automatic retirement policy. They pointed out that flexibility made
promotion prospects more difficult to calculate, and, by increasing
the average age of retirement, slowed down the rate of promotion.
For these reasons it could lower the morale of the Services. These
submissions have force, but they need to be analysed further.

351. To introduce a flexible system in place of an automatic one,
while holding the point of eligibility constant, is necessarily to increase
the average age of retirement. While this average age is increasing,
the rate of promotion is slower than it would otherwise have been.
But this is merely a transitional effect. When the age of retirement
becomes stable at its new level, the rate of promotion returns to
normal. The difference is that some promotions occur rather later
in an officer’s career than would otherwise have been the case. This,
apart from the difficulties of the transitional period, seems to be
the most important adverse consequence to the employee.

352. Flexibility would certainly make promotion prospects more
difficult to calculate, but the consequences for morale are by no
means clear cut. If the effect of the policy was (as the Public Service
Commission has proposed it should be) to make the point of eligibility
the normal retiring age, but to allow a minority of officers to continue
in employment, then those who stayed on would tend to upset the
calculations of their subordinates, with a bad effect on morale. If,
however, the effect was to bring the normal retiring age to the
point of compulsory retirement, with a minority of officers retiring
earlier, then it would be the early retirements which would upset the
calculations and these would not damage morale. In the latter case
the transitional effects noted in the previous paragraph would last
longer.

353. Flexibility would be a mixed blessing to the employing
authority. It would permit the retention of efficient and experienced
officers who wished to continue in service. It could therefore take
advantage of variations in the rate at which individuals age. Sometimes
such men are difficult to replace, but the argument has force even
when this is not the case. The general pool of skill and experience
upon which the Service can draw is obviously greater if efficient and
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experienced officers can be retained. Indeed, the chief objection to
present compulsory early retirement is that the country loses much
skill and experience — qualities which are often wasted even when a
superannuitant takes another job after retiring.

354. Flexibility has this disadvantage. A flexible policy is not as easy
to administer as an automatic one. It is more difficult for the employ-
ing authority, as well as for the staff, to predict retirements and to
plan consequential promotions. This problem is less serious if the
employing authority reserves the right to retire any officer at any
time after he reaches the point of eligibility. But then a further acute
problem arises. The employing authority has to decide whether or
not to retain a certain officer. Some of these decisions will be difficult
to make, some will arouse resentment in an officer who is obliged to
retire, some will upset the subordinates of an officer who is retained.
By adopting an automatic policy, the employing authority avoids
these tribulations. But it was suggested to us that those who administer
retirement policies are paid to make hard decisions, and that the
responsibility for making them should not be evaded.

355. The practice of other employers gives no clear guide. The
British Civil Service, the United States Federal Service, and the
Australian Commonwealth Public Service operate flexible retirement
policies. We were unable to discover the proportion of private
employers in New Zealand who do so, but among 319 of the larger
corporations in the United States, 55 per cent are said to have
flexible policies and 45 per cent automatic ones. Of 20 business firms
recently surveyed in Britain six operated flexible schemes, seven had
automatic ones, and six had fixed-age schemes to which they made
frequent exceptions. At an important conference in the United
States, convened jointly by the McGregor Foundation, the National
Committee on Ageing, and the National Social Welfare Assembly,
it was generally agreed that the employee should have the right to
retire at a fixed age if he wished to do so. The majority favoured
flexible policies for compulsory retirement to take account of the
variations in the rate at which individuals age, and to make better
use of the country’s resources of labour. The minority supported an
automatic policy, mainly on the grounds of administrative simplicity
and of better relations between employer and employee.

356. From the preceding discussion we conclude that a flexible
policy is preferable in principle to an automatic one, but only if it
incorporates fixed points for eligibility and for compulsory retirement,
and reserves to the employing authority the right to retire any officer
(after giving him reasonable notice) at any time after he reaches the
point of eligibility. The country’s need to make the most effective use
of the skill and experience of its State servants is the main factor in
this conclusion.
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Age or Service?

357. It has been explained that the normal point of eligibility for
retirement under the Superannuation Act has till now been based on
length of contributory service, and will (for officers who joined after
1 January 1946) be based on a combination of age and length of
contributory service. Compulsory retirement policies have in turn
generally followed the provisions of the Superannuation Act. We
have also noted that the staff associations are strongly in favour of
retaining length of service as a basis for retirement policy. In spite of
this strong support, the Post Office Association’s was the only argument
based on a point of principle.

358. The Post Office Association argued that only by requiring a
uniform length of service could that equality of opportunity for
promotion appropriate to a career service be ensured. If officers were
made to retire at a fixed age (say 60), one who joined the Service
at the age of 20 would have 40 years in which to get to the top, while
one who joined at 25 would have only 35 years. The association
considered that this would unfairly deny to the latter officer an
equal chance to make a career in the Service. We are not persuaded
by this argument. In the first place it unduly stresses length of service
as a constituent of merit for promotion. (We have deprecated this in
par. 205 above.) Second, it fails to take account of what the
hypothetical late recruit was doing between the ages of 20 and 25.
If he was gaining qualifications or experience which would help his
future career, then he would probably have the advantage of a
higher salary at entry, and might have a better chance of pro-
motion than would the officer who joined younger. If he was not,
we see no reason for allowing him to recover at the end of his
career the years he lost at its beginning. Above all, we consider that
a sound retirement policy must be based on wider principles which
take into account the efficiency of the Service and the best use, from
the national point of view, of the skill and experience of its officers.

359. The other main argument in favour of basing retirement on
length of service was founded not on principle but on expediency.
It was contended that the “40-year rule” was traditional, that it was
understood and accepted by the staff, and that any change would
be unpopular. Whether, and to what extent, it would be unpopular
must depend on the nature of the changes suggested. It must, more-
over, be remembered that present legislation will lead to a change in
1986. Change would be justifiable if its advantages outweighed the
disadvantage of possible consequent unpopularity (par. 374 below).

360. Other arguments against departing from the “40-year rule”
were of little help in settling the relative virtues of age and length of
service for fixing retirement points. It was contended for instance that
to abandon the staius quo would have the effect of raising the age
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of executive and supervisory officers, so that they would become less
efficient. Leaving aside the question whether there would be a loss of
efficiency, the argument points rather in the direction of basing
retirement on age than of maintaining the status quo. It was likewise
contended that in some branches of the Railways Department and
the Post Office, conditions of service were so arduous (involving
much shift work and overtime) that an officer who had completed
40 years’ service had earned the right to retire, and should do so.
This may be so; but if an officer who joined at 15 is worn out at 53,
then it is unrealistic to suppose that an officer who joins such a
branch of the Service at the age of 25 is not worn out before he
completes 40 years’ service. Efficiency in the latter part of an
employee’s working life is related to his physical and mental condition,
rather than to the number of years he has been working for a particular
employer.

361. A fixed length of service before compulsory retirement has
some bizarre results. For instance, an executive can be retired aged
58 and be succeeded by his deputy, aged 62, merely because they
joined the Service at different ages. This does in fact happen. A com-
bination of age and length of service may reduce, but will not elim-
inate, such anomalies. Under the present Public Service rules, the exec-
utive in the example already given would normally be allowed to
continue in office until aged 60, even though he had completed 40
years’ service at 58: but he might then be succeeded by a man of 62
who joined the Service late. This too happens in practice. Only a
system based on age alone can prevent such anomalies.

362. In the United States Federal Service, eligibility for retirement
is based on a combination of age and length of service, while retire-
ment is normally obligatory at a fixed age. In the British Civil Service,
the Public Service of the Commonwealth of Australia, and the civil
services of those European countries which we have information about,
both eligibility to retire and compulsory retirement points are nor-
mally fixed in terms of age. Nearly all the private employers in New
Zealand whose superannuation and retirement schemes have come to
our notice use age and not length of service as a basis of their schemes.

363. In defining the points both for eligibility and for compulsory
retirement, the main consideration must be the probable efficiency of
employees in the later years of their working life, as this is affected by
their physical and mental condition. These factors are in turn more
closely related to age than to length of service or to a combination of
both. As we have already noted, efficiency will vary considerably
among officers, and among different classes of employees. But these
variations can best be dealt with by means of flexible retirement
policies. We agree therefore with the conclusion of the Public Service
Commission that retirement policies should be based on age and not
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on length of service. We recognise, however, that the size of the
retiring allowance should be based on the number of years of con-
tributory service; our point is that eligibility fo receive a retiring
allowance, and liability to compulsory retirement, should normally
depend on age alone.

Retirement — At What Age?

364. It will be remembered that when the provisions of the 1945
Act (par. 341) become operative, officers will not become eligible to
retire until the age of 60, even if they have completed 40 years’
service earlier. It would seem appropriate therefore to make the age
of 60 the point of eligibility, irrespective of length of service.

365. We have considered establishing an earlier age than 60 as
the point of eligibility, but can see no reason for doing so. Not only
is that the point towards which the system is working under the
1945 Act, but greater proportions of recruits now enter the State
Services at ages approaching —and even exceeding —20. Compara-
tively few would now join at 15, as many did half a century ago.
Moreover, according to the Public Service Commission’s submissions
most officers can work efficiently until they are 60, and the cases of
those who for various reasons have become incapable below that age
can be met under the special retirement provisions of the Government
Superannuation Act. It should also be noted that 60 is the age at
which a retired officer may qualify for an age benefit under the social
security scheme. It is possible that there may be some special occupa-
tional groups for which an age earlier than 60 might be appropriate,
but in the absence of evidence it is not necessary for us to provide for
such a situation.

366. At what age should employees be obliged to retire? At the
present time an officer is normally required to retire at 65, if he has
not completed 40 years’ service before then. We do not favour setting
a higher maximum age for permanent officers, though in exceptional
cases it may be desirable to retain on the temporary staff officers over
65 whose continued service does not impede recruitment or pro-
motions.

367. The age limits we propose —60 for eligibility, 65 for com-
pulsory retirement — are consistent with those used by other employers
here and overseas. The British Civil Service and the Australian Com-
monwealth Public Service usually observe those limits. In the United
States Federal Service the age limits are normally 60 and 70, while
the larger private corporations in America tend to make 65 the point
of eligibility. The private superannuation schemes in New Zealand
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which have come to our notice divide fairly evenly between 60 and
65 as the point of eligibility. The average age at which men leave

the labour force in New Zealand (for reasons other than death) is
64.

368. We think it likely that many officers could continue to serve
efficiently even beyond the age of 65. However, we think it desirable
(for the reasons set out in par. 337 above) to set a fixed age for
compulsory retirement; and having regard to the past retirement
policies in the State Services, and the present practices of other
employers in this country, the age of 65 seems the most realistic
figure. In other words, we do not propose any change in age limits for
eligibility and compulsory retirement where these now apply. We
do propose that retirement be based on those age limits instead of
length of service. And within those limits, we favour a retirement
policy which will assist those officers who are fully efficient
and willing to do so, to continue in the Service until they reach
the upper limit. We do not seek a policy, which, like the present
one, compels many of them to retire at or near the lower limit.

369. We recognise that the policy which we favour in principle
would need to be judiciously applied. The employing authority must
have the right to compel the retirement of any officer once he has
passed the point of eligibility, and must be prepared to make use of
that right to maintain efficiency. Moreover, in some types of occupa-
tion, retirement much before the age of 65 may well be desirable as
a normal practice. We have in mind for instance certain categories of
Railways and Post Office employees who do a good deal of overtime
and shift work; groups such as prison officers, for whom a retirement
policy similar to that for the Police would probably be appropriate;
and members of the Administrative Class, whose ability to sustain the
pace and withstand the continuous strain of high-level administration,
while preserving the capacity for creative and forceful leadership,
may be impaired before they reach the upper age limit.

370. We come now to the problem of uniformity of retirement
practices in the State Services. The differences of policy noted in
paragraphs 343-346 were criticised by Sir William Dunk and by the
Public Service Commission. We consider that common upper and
lower limits (for obligatory retirement and for eligibility respectively)
should be observed by the employing authorities, and in applying
compulsory retirement policies within those limits, the employing
authorities should treat like groups in a like way. It does not follow,
however, that all occupational classes should be treated identically,
since, as the previous paragraph suggests, there may be sound
reasons for distinguishing between them in respect of retirement as
well as of other conditions of service.
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371. The retirement system which seems to us most logical, and
most appropriate to New Zealand conditions, would closely resemble
that of the British Civil Service. There, as we have already noted,
the lower and upper age limits for retirement are 60 and 65 respec-
tively. The following description of the retirement policy applied
between those limits (as submitted to us in evidence) represents a
convenient summary of our views:

Departments endeavour to employ all fit and willing officers of
all grades for as long as is practicable and to achieve the highest pos-
sible degree of uniformity in the age of retirement in the direction of
maximum retention. In determining what is practicable, the following
considerations may be taken into account:

(a) Efficiency: It is the normal practice of departments to review
the efficiency of officers about to reach the age of 60, and
thereafter regular reviews are made. Officers who no longer
reach an acceptable level of efficiency are retired and it is
generally understood that the higher the grade the more exact-
ing the acceptable level of efficiency will be. Therefore, in
general, the higher the grade the lower will be the age at which
officers are likely to be retired.

(b) Contraction and Reorganisation: Where a department is con-
tracting or reorganising, some officers over 60, who would other-
wise be retained, might be retired.

(¢) Physical Fitness: In certain grades special standards of physical
fitness are required and officers who no longer reach these
standards are not retained beyond the age of 60.

(d) Necessity of Promotion: Some measure of compulsory retirement
of officers aged from 60 to 65, who are fully efficient and
willing to remain, may be unavoidable so that individual
promotions from a lower to a higher grade may be made in
accordance with the best interests of the Service. It may be
that certain officers should receive advancement at an age when
they are still capable of adapting themselves to higher duties or
of undertaking foreign service.

CONCLUSION

372. We have examined the principles on which a logical retire-
ment policy might be based, and made suggestions — the introduction
of flexible retirement policies, based on age, and so applied as to
encourage retention of efficient officers eligible to retire — which differ
markedly from present practice. Our main concern has been to
enable the country to make fuller use of the skill and experience of
State servants who are at present compelled to retire too soon. We
recognise, however, that against this advantage must be balanced
the intrinsic difficulties of the scheme we propose. While few (if
any) legislative changes would be needed to implement our proposals,
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we are satisfied that they could not be introduced by the employing
authorities without the full support of the Government. It is for the
Government, therefore, to decide where the balance of advantage
lies.

373. Two main difficulties would be involved. We have already
made passing reference to them, but wish to single them out. The
first is that a flexible retirement policy is less easily administered
than an automatic policy. It can only be applied effectively if each
employing authority, to whom the necessary discretion must be given,
is capable and willing to make it work. That it can be made to work
is clear from the experience of public services overseas. Furthermore,
the Public Service Commission already operates a flexible policy,
though within narrower limits than the ones we propose (par. 346
above) and in evidence it declared itself in favour of flexibility. The
managements of the Post Office and the Railways Department pre-
ferred that an automatic policy should continue. It would be desirable,
if it were possible, to secure agreement among all three employing
authorities on the lines proposed in paragraph 370 above.

374. The second main difficulty is the attitude of the staff associa-
tions, supported by substantial sections of the staff of all three Services,
who are wedded to the “40-year rule”. To abandon that principle
might well disturb employer-employee relations, in the short run at
least, with consequent effects on morale and efficiency. We think
that there might be a change of heart on the part of many State
servants if (as may well happen) fewer jobs were available in private
employment for retired officers. Even then there would be some
real disadvantages from the employees’ point of view in the flexible
system which we favour (par. 350 above). Though it would not
deprive any officer of his existing rights of retivement, it would,
during the transitional period, slow down the rate of promotion. It
should be noted here that promotion prospects in the Public Service
are better now than they have ever been before so if a change is to
be made, now will be the best time. Indeed, some witnesses argued
that the critical shortage of experienced officers in the supervisory and
lower managerial grades makes it essential that a greater number of
senior officers be induced to stay on until the gap is filled. But this
argument does not apply with equal force to the Railways Depart-
ment, where promotion is slower. A longer and more gradual
transition period might be necessary there.

375. If officers were encouraged to defer their retirement when
labour is short, a contrary policy might possibly be pursued if it
became more plentiful. Can it then be argued that flexibility in retire-
ment policy necessarily works to the disadvantage of the retiring
employee, on the grounds that the employer seeks to retain him when
jobs are readily available elsewhere, but discharges him when they are
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scarce? We think not, since the employee has corresponding advan-
tages: he can seek to remain when jobs are scarce, but choose to
retire when they are readily available. The decision of either party
in favour of a longer term may be upset by the decision of the other
party in favour of a shorter one.

376. The other real disadvantage to the employee is that after the
transitional period some promotions would occur rather later in an
officer’s career than would otherwise have been the case (par. 350
above). This is true, but two qualifying comments must be made.
First, the opportunities for promotion in large organisations like the
State Services are such that, if there is a proper system of merit pro-
motion, the intelligent young officer will have excellent chances of
getting ahead. The second point is that the system of early retirement
is not generally characteristic of private employment in this country
(par. 367 above). Provided therefore that salary scales in public
employment are kept in line with those in the private sector, the State
servant would be as well off, age for age, as an employee in private
enterprise. For these reasons we consider that the changes proposed
would not result in a loss of staff.

Application

377. The policies we propose cannot become fully effective until
1986. Those officers who, until 1986, have the right to retire before
the age of 60 should retain that right. They should however be
encouraged, in line with our general policy, to continue their service
beyond the point of eligibility, though the employing authorities
should retain the right to compel any necessary retirement at any
time after that point.

378. The other change which should become effective immediately
applies to those officers who reach the age of 60 before completing
40 years of service, and who are therefore not usually allowed (except
in the Railways Department) to retire under present legislation. If
retirement policies are to be based on age, such officers should be
allowed to retire (if they wish to do so) when they reach the age of
60, and to receive an annuity based on their years of contributory
service; the employing authority should gain the equal right to
oblige any such officer to retire once he has passed the age of 60,
irrespective of his length of service. We think it would be proper to
make such a change immediately, since the risk of obligatory retire-
ment would be offset by the advantage of earlier eligibility, It would
however be necessary to give any officer affected the right to “buy
back” sufficient superannuation service (in no case exceeding five
years) to ensure that by the age of 60 he may have as many years
of contributory service as he would have had if he had retired under
present rules.
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379.In conclusion, it must be remembered that under present
legislation changes in retirement policy are in any case to be made in
1986. It was mentioned in evidence that it would be necessary to
graduate these changes to stop them from having too abrupt an
effect. We do not feel that we should recommend how this should
be done. We merely observe that the situation will pose no problems
if the employing authorities adopt flexible retirement pohc1es, as
we have suggested.

RECOMMENDATIONS

We recommend that:

(92) Subject to approval by the Government (par. 372),
each of the three State Service employing authorities
adopt a retirement policy which:

(a) Is flexible, that is, distinguishes between the
point at which officers become eligible to retire and the
point at which they are generally obliged to retire
(par. 349-356) :

(b) Defines those points in terms of age, regardless
of length of service (par. 357-363) :

(c) Fixes those points at normally not less than 60
for eligibility nor more than 65 for compulsory retire-
ment (par. 364-369) :

(d) Recognises that different compulsory retirement
points (between the limits of 60 and 65) may be
appropriate to different occupational classes (par.
370) :

(e) Sets common points of eligibility and compulsory
retirement for similar occupational classes throughout
the State Services (par. 370).

(93) The right of those officers employed in Government
service before 1946 to retire after 40 years’ service
but before the age of 60, be preserved but that they
be encouraged if efficient to continue beyond this point
(par. 377).

(94) The present superannuation legislation be amended
to give officers now serving who reach the age of
eligibility before completing 40 years’ service the right
to retire, provided that the employing authority is given
the power to retire such offic